THE ECONOMIC JOURNAL 


JUNE, 1920 


FOOD CONTROL IN WAR AND PEACE 


Foon is the commodity in which there is the greatest measure 
of common interest. Yet during the earlier years of the War 
wide differences of opinion prevailed and acute disputes continued 
as to whether supplies of food coming through the usual private 
channels should be interfered with by the State and the prices 
be regulated. Since the War ended disputes have been revived 
and now there are rival schools in which are to be found sup- 
porters and opponents of methods of State Control. This situa- 
tion is no doubt due to the fact that food, like our other wants, 
is an article of trade which must keep its share of profit and pay- 
ment for the service rendered by those who produce and distribute 
it. It is, however, pre-eminently the article which should be 
placed, as far as possible, within the region of public interest, and 
as far as possible outside the area of private or commercial gain. 

It would be stupid to support any method of control over 
food merely because of any political theory. But it is folly to 
ignore the lessons of experience and the facts which have been 
revealed whenever a state of scarcity has existed in any particular 
article. Serious scarcity in any one article of food in common 
use is at once the cause of such increased demands for other 
articles that many, if not all, foods soon feel the effects of shortage, 
so that a state of shortage is speedily reflected both in the price 
and the method of distribution. In pre-war days when all foods 
were plentiful, they were perhaps better supplied to the people 
by the ordinary operations of trade and business than food could 
be supplied to the people by the Government during the conditions 
of shortage created by the War. The question is not one for 
rivalry on a mere point of efficiency in distribution. It concerns 
the needs of millions of people several times a day, and is too big 
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a question to be left absolutely either to economic theory or to 
trading interests. 

Many of our foods afford proofs of the most scandalous 
waste in conveyance and in detailed distribution. This is, espe- 
cially true of fish and vegetables. Yet both these foods are to-day 
very dear, though they could be made comparatively cheap with- 
out any risk to the reasonable remuneration of those who serve in 
the production of these articles. There are instances on record of 
great quantities of fish being deliberately wasted to avoid the risk 
of the effects of reduced prices involved in placing great quantities 
of it upon the market. The standard of either commerce or 
economics which permits waste of that kind is not very healthy. 

The process by which a State department must try to fix 
prices which will be fair to the food producer and consumer alike 
is never a simple one, and in some cases must rest less upon 
elaborate efforts at ascertaining accurate costs, than upon ex- 
perience and general observation. Accountants, Civil Servants, 
or those responsible for the management of a State Department, 
must in such a case often depend upon the assistance and truth- 
fulness of business-emen who have experience in the particular 
food which is being dealt with. Fairness and accuracy are likely 
only where a high standard of honesty and public spirit enables 
business-men to give assistance in the interest of the general 
public and not in their own. Generally speaking, I think it may 
be claimed that the country was served during the War by a large 
number of business-men who subordinated trade interests to the 
public service. A costings process to ascertain a retail price must 
be more than guess work. It must take into account the labour, 
the time and materials, the transport, and the expense of distri- 
bution, in detail, of articles of food which may be produced in 
some remote part of the world and brought thousands of miles 
oversea to a British table. If, in the effort to reach a just rate or 
an accurate price, mistakes were made, either in fixing too low or 
too high a rate, for either the service involved or the article itself, 
the fact should surprise no one, and it is not in itself a ground 
for strong complaint. 

Twenty months after the end of the War the food problem 
in Britain is a worse one, so far as it is a problem of prices, 
than it was during the middle of the War. At that time the 
trouble lay in supply. But in due course provision was made 
through the Ministry of Food to fix prices in the case of most 
articles, and also to arrange a system of distribution and ration- 
ing, which in a very large measure secured equality of quantities 
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for all classes and gave to the public a confidence in the methods 
of food distribution which lasted until the War was over. At 
present, the outlook as to prices is gloomy and every factor which 
can influence prices is tending to force up the cost of food. The 
hopes which were held and expressed some months ago that the 
cost of food would be reduced are being completely destroyed. 

Apart from the higher prices which must be met, so far as 
they are due to increased cost of production and higher wages, 
all the conditions which have made food so dear could have been 
better handled if in the earlier stages of the War the Government 
had regarded supplies of food for the civilian population as a mat- 
ter only second in importance to the supplies of munitions for 
the army and navy. The battle front of the war was far more 
extensive than the lines of trenches, though these were stretched 
many hundreds of miles. Behind the armies there were immense 
civilian populations whose requirements had to be kept up to a 
standard, in which a decline ran the risk of engendering 
grave discontent and of causing trouble, which in due course 
might affect the army itself. This condition as it existed in Ger- 
many is now known to have gone far to weaken, if not demoralise, 
the German military forces. There never was very great danger 
of a similar situation in Britain, but this relief was due to the 
arrangements made between the Food Controllers of the Allied 
nations to secure and apportion supplies in their different countries 
at prices which were fixed in order to give no more than a fair 
return for labour and services to all who were engaged in varied 
branches of the food trades. I do not claim that this precise 
result always followed, but without the intervention of the Food 
Controllers the ascendancy of the food providers and dealers 
would have been complete. 

Few things are more important to the country now than the 
question of profiteering, and no greater cause of unrest and indus- 
trial trouble exists than the knowledge of profiteering. 

It would, however, be well for the public to distinguish be- 
tween profiteering and high prices, because there are many 
commodities and foods which we in this country can obtain 
from abroad only at high prices. We must either pay that price 
or go without. 

Undoubtedly there is in respect of some foods, and in the 
case of very many other articles of daily use,an overcharge which 
amounts to flagrant victimisation of the public. 

The public should pay for whatever article it wants during a 


war or while the effects of war last, a price which affords to the 
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producer or distributor a reasonable return for his services in 
production or distribution. It should pay no more. Clearly, the 
public has had to pay prices far higher than should have been 
charged, and any doubt on that point is set aside by the enormous 
profits made by trading companies, combines, importers, trusts, 
and dealers in both food and other commodities. Their balance 
sheets and their payment of excess profits are all the proof of 
profiteering which the country needs. 

The fundamental cause of profiteering is scarcity. When- 
ever there is a shortage and demand exceeds the supply, the public 
is deprived of the usual safeguards which competition in times of 
plenty always affords. And there is bound to be a shortage for a 
considerable time yet until food production, trade and commerce 
are restored to a pre-war level. 

These are the facts which make it necessary for a Govern- 
ment to intervene and use the law as a shield for the masses of 
consumers. The Government did not intervene until the begin- 
ning of 1917 when the Food Ministry was established. 

Bad as the new Profiteering Law may be, it will be better 
than nothing, and it will no doubt check profiteers because of the 
fear of the severe penalties which can now be imposed. 

The weakness, however, of the Law is that it mainly deals 
with grievances after complaints are lodged with the tribunals or 
committees as to overcharging ; and the tribunals will be placed in 
the position of having to declare what is a reasonable price after an 
unreasonable one had been charged. 

It would be better to reverse that process and first fix prices 
throughout the different stages and enact a law which would en- 
sure the public against the payment of any price above the one 
fixed for any article. 

The chief defect, therefore, of the new Law is that in prac- 
tice a complaint must be laid against a profiteer before action is 
likely to be taken against him. People who deal with particular 
shopkeepers may complain, but the big traders who deal 
with food importers, combines, syndicates, companies, trusts or 
merchants are buying food only to sell it to others and not buying 
as consumers. ‘T'hey would be disinclined to make any report 
against people with whom they were trading because they would 
share in the gains. In short, it is the consumer, as consumer and 
not as trader, who alone makes complaints, so that in effect the 
Law will be a punishment of the tradesman and the shopkeeper. 
The Act probably will afford full means of escape to the big pro- 
fiteer dealing in very large sums. This grievance of high prices 
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is so extensive and real that the Government should either let it 
alone altogether or take it in hand on a big scale as a job to be 
done thoroughly, if it is to be done with the confidence of the 
public and for the real protection of the people. 

In the daily Press figures have appeared which have been 
described as proof of profiteering by the State. That is a wrong 
impression. The Ministry of Food does not make a profit in the 
sense that it trades in the sale of food in order to secure either 
for the Ministry or for the State any sort of income or dividend. 

Any money which the Ministry may have on its trading 
account is not a profit for the Government but a reserve for the 
time being which will be returned to the public in reduced prices 
and in the transaction of further business for the consumer. 

It is not the business of a State department like the Food 
Ministry to make profit on its work ; but it is the business of that 
Ministry not to involve itself in any loss, and prices are fixed so 
that there will be a fair return for administration and service but 
these apart, the charge to the consumer is cost price. 

I may here quote an official outline of Labour policy sub- 
mitted by Mr. G. D. H. Cole in a memorandum to the Labour 
Party : 

‘‘Any scheme of control, in order to be effective, must take 
the form principally, not of prosecution, but of prevention. Let 
there be the most stringent penalties ready for profiteers, in those 
cases in which profiteering occurs, but the main study of the 
Government should be to prevent profiteering from taking place. 
This can only be done, not by chivvying the retailer, but by 
controlling all necessary commodities at every stage of produc- 
tion and distribution, from the first raw material to the finished 
commodity exposed for sale in the retail shop. A lapse of contro! 
at any stage in the process is fatal and opens the door wide to 
the profiteer. 

‘‘But it is not enough to control prices at every stage ; for the 
mere fixing of a maximum or controlled price generally means 
that the price, being fixed so as to afford what is regarded as a 
‘fair profit’ to the least efficient producer, at once puts an 
enormous profit into the pockets of those who, for one reason or 
another, are able to produce more cheaply. 

“Short of national ownership of industry, there is onty one 
remedy for this form of profiteering. It is not enough to fix 
prices ; it is necessary for the Government to retain effective con- 
trol at every stage of production and distribution up to the retail 
sale of the article, paying at each stage to the producer or distri- 
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butor, a commission based on the service rendered and plaved at 
such a figure as to allow of the payment of a moderate dividend 
on real paid-up capital and no more. In carrying out this method 
of control it is also necessary to depart from the policy hitherto 
frequently pursued by Government departments—that of virtually 
guaranteeing a continuance of his profit to every kind of middle- 
man, however unnecessary he may be to the efficient working 
of the industry. Unnecessary middlemen, and with them un- 
necessary profits, must be squeezed out of the industry. 

“The policy really required for dealing with profiteering is, 
then, not a policy of prosecuting small grocers for petty offences 
before incompetent Tribunals, which will in most cases prove 
quite unequal to the task of tracing excessive profits home to 
those who have really received them. It is that of instituting a 
really effective system of control based upon allowing to each 
necessary class of producer or distributor, reasonable pay and no 
more. Prosecution may be spectacular, and have in it the ele- 
ments of a check in many cases but is most unlikely to have any 
great effect in reducing the general level of prices. The fault lies 
with the present methods of control, and it is only when these 
have been remedied and extended so as to make high profits im- 
possible at any stage that prosecution will be a useful secondary 
weapon against the big manufacturers and traders as well as 
against the retailers.’’ 

Bad as the position in this country is, it has always been 
better than in France or Italy. In no other country has so much 
been done in the matter of equalising supplies and regulating 
prices in the public interests as in this country; but that is no 
argument for staying our hand just where further and more ener- 
getic movement is needed. The effects on food supplies and on 
prices will not comnletely disappear for a year or two. It was 
folly for the Government to regard the Food Ministry as having 
only a useful period of existence for a few months after the war. 
The Food Controller, since the war ended, has had work of the 
highest national importance to perform under the greatest disad- 
vantages. A little money has perhaps been saved to the State by 
a gradual winding-up of the machinery of the Ministry and by the 
disbanding of able men and women who served it. The little 
which has been saved is insignificant when compared with the 
enormous losses to the public because of high prices and in the 
tendency to profiteer during the past year. 

There is no more important branch of Government work 
which Ministers could take in hand than this work of regulating 
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the supplies and prices of food. To do it more effectively might 
mean a more elaborate staff and a larger department than are now 
at the disposal of the Food Controller. The cost would be as sound 
a piece of public economy as any the Government would show. 
If there is an alternative to the method which the Food Minister 
has followed, let someone proclaim it. That method has been to 
ascertain as minutely as possible the cost of producing, importing 
and distributing articles of food and fixing the price to the con- 
sumer at an amount which would cover only a reasonable rate of 
profit for the persons who by their service met the needs of the 
consumer. Some few may gain unduly and others may not 
receive for their service a fair reward; but as a general plan the 
one which has been followed has not been improved upon by 
any other system yet suggested. 

Shipping and transit facilities are a material factor in the 
price of food, and shipping and transit in turn depend upon steady 
and regular work by builders, repairers, railway workers, carters, 
and others. Transit shortcomings do not, however, account for 
the high prices of some articles of food which are as plentiful now 
as they were before the War.  Plentiful supplies should mean 
cheapness, but in the case of articles like fish, vegetables, and 
some other foods, abundance has not pulled down the price. 
Allowing for all reasonable additions for the cost of labour and 
the cost of material, there is no sufficient explanation of the con- 
tinued dearness of articles which are in no way scarce. Great 
quantities of fish could be used for human food by arrangements 
being made for exceptional catches at the different ports being 
taken in hand by agents of the Food Ministry, and sent as speed- 
ily as possible to the great centres of population. The Govern- 
ment has sold fish on a small scale in its National Kitchens and 
Restaurants ; it should sell it cheap on a large scale if that step is 
needed to ensure reasonable prices to the consumer. 

Consumers have suffered so much from speculation and 
cornering that even more extreme penalties would be welcomed if 
measures were taken to apply them. The Act which was passed 
in the summer of 1918, enabling courts not only to impose a fine 
or imprisonment, but to require an offender to pay back double 
the amount of any profit illegally secured was a good one. The 
Act might be more effectively used, and courts of law should have 
their attention drawn to their unused powers. The subject is not 
one either for timidity or for a vain endeavour to prevent profiteer- 
ing by threats of what will befall them if some profiteers do not 
mend their ways. 
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Under normal conditions and with good supplies of food, the 
ordinary trade agencies would solve the problem of food supplies 
better than any Government could possibly solve that problem 
under War conditions and with a state of serious shortage. All 
the same, the time to control and restrain Trusts, Companies, 
Syndicates, and similar combinations of interests in relation to 
food supplies is all the time and not merely during War time. 
This control can take effect gradually to the advantage of the mil- 
lions of consumers, especially if Governments would co-operate to 
make it effective and world-wide. Just as a state of scarcity is 
the special opportunity of the Profiteer, that opportunity is in- 
creased by the rivalry of Governments, who could co-operate 
greatly to the advantage of the people whom they represent. 

A policy in relation to food during a time of scarcity, whether 
resulting from War or other conditions, should be thorough and 
comprehensive if the work is undertaken at all. It should 
proceed on the lines of the Government purchase, control, and dis- 
tribution of supplies. Purchases would have to be on a large 
scale, and so far as price was concerned the price would be 
governed by a fixed maximum above which it would be illegal to 
sell, and under conditions which would enable prices to go down as 
a state of abundance or the good fortune of satisfactory harvests 
produced good results. Distribution could take effect through 
most of the existing agencies and channels of trade on lines which 
would yield to all who served a reasonable remuneration for their 
work. There should be no place for the speculator, or unnecessary 
middleman, or for those who do no more than interfere with the 
flow of foods by stepping in at points favourable to themselves 
merely to purchase commodities in order to sell them at a far 
higher rate without increasing in the slightest degree the value 
of the articles or facilitating their movement to places where they 
are required. Effective supervision of supplies should be main- 
tained both at home and abroad, and power should be wielded to 
secure complete fairness of distribution according to the quantities 
needed in the different areas. Much could be done to secure the 
economical supply of food by more thorough co-operation between 
the local authorities and the central Ministry with regard to Kit- 
chens, Canteens, Cafés, and Restaurants, run in the public 
interests, but worked and maintained as self-supporting establish- 
ments. 

The purchase and distribution of food is a task which involves 
each year a turn-over of hundreds of millions of pounds, and on 
this sum there need only be the very slightest fraction of a charge 
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in order to meet any expense which a State would incur. In 
other words, the work could be done by the State without putting 
any burden upon the State. There would be no increased cost 
to the consumer, but on the contrary a less cost to the consumer 
from the fact that, instead of paying to other persons big profits 
for supplying the public with food, only a small but yet a fair 
payment would be made as‘a payment to State servants for doing 
the same thing. While the effects of war remain in the sphere 
of food and prices the policy which the War required should not 
be abandoned. 
J. R. CLYNES 








CO-OPERATIVE SOCIETIES AND INCOME TAX 


THE proposals of the Royal Commission on the income tax in 
regard to the assessment of co-operative societies—from which, 
along with others of my colleagues, I felt obliged to dissent—raise 
issues which are interesting theoretically as well as practically. 
In the following paragraphs I propose briefly to discuss some of 
these. 

Popular discussion of this matter always starts with the tacit 
assumption that the proper object on which to assess an income 
tax is money income or money profit. The question to be de- 
cided is what, if any, part of the receipts of a co-operative socicty 
are, in fact, money profit. 

Much the most important part of this question concerns the 
status of the net proceeds of transactions of sale between co- 
operative societies and their own members. Representatives of 
private traders maintain that the whole of these net proceeds 
constitute a (money) profit: the majority of the Royal Commis- 
sion on the Income Tax maintain that that part of them which is 
retained by the societies and not distributed in the form of divi- 
dends on purchases constitutes a profit ; and the representatives of 
the co-operative societies maintain that no part of them consti- 
tutes a profit. 

Those who contend that even that part of the proceeds of 
mutual trade which is returned to members as dividends on pur- 
chases constitutes a profit are up against the awkward fact that 
co-oyerative societies have the power, if they choose, instead of 
selling to their members at market prices and returning to them a 
dividend on purchases, to sell to them at prices reduced by an 
amount nearly equivalent to the ‘‘ divis.’’ and to pay no ‘‘divis.”’ 
The existence of this power not only makes it plain that, from 
the point of view of the revenue, taxation of “‘ divis.’’ would be 
a futile proceeding, but it also puts in clear light the essential 
nature of those ‘‘divis.’’ They are, in essence, not a profit in 
any sense, but a refund made from an overcharge. It has, 
indeed, been argued in some quarters that, though this analysis 
is valid as regards an association of neighbours clubbing together, 
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say, for the purpose of jointly providing themselves with coal, 
it is destroyed, for the co-operative societies of to-day, by the fact 
that they sell to their members a great number of different things, 
in such wise that the dividend on purchases received by a mem- 
ber, who buys, say, tea only, is not simply a return on the excess 
of what he paid for his tea above the cost of the tea, but is de- 
pendent on the aggregate-excess of what all the members have 
paid for all the things bought by them above the cost of all these 
things. But this fact is not really relevant. The aggregate sum 
distributed to members is still a refund and not a profit. The 
basis on which they choose to divide it is a matter for them to 
determine. It has no bearing on the nature of the thing to be 
divided. It would seem to follow that the income tax law cannot 
properly treat the surplus that results from transactions with their 
own members, even to the most highly elaborated forms of co- 
operative societies, as a taxable profit. 

The majority of the Royal Commission on the Income Tax, 
while agreeing that the part of the proceeds of mutual trading 
which is distributed in “ divis.’’ is not profit, claim that the 
(much smaller) part which is retained by the societies and placed 
to reserve is profit. They base their view upon a distinctiou 
between co-operative societies, as separate legal entities, and their 
members as individuals. The societies, they say, after payment 
of their divdends on purchases, which are in the nature of dis- 
counts, make out of the balance of their net receipts an ordinary 
money profit, which, just like any other money profit, is properly 
taxable. Now, no doubt for the purpose of a corporation tax, this 
contention would be valid. But for the purpose of income tax 
companies and corporations are not, as companies and corpora- 
tions, liable to tax; they are merely channels through which, 
with as much accuracy as practical conditions allow, the taxa- 
tion due from their members is collected. Hence, if the money 
put to reserve by co-operative societies is taxable profit at all, it 
must be taxable profit of the members. But to decide that the 
proceeds of mutual trade are not profits from the income tax 
point of view when they are distributed in dividends on pur- 
chases, and are profits when they are not so distributed, is to make 
the nature of these proceeds depend, not on their origin—which is 
clearly the proper test—but on their destination, which is no test 
at all. This contention of the majority of the Royal Commis- 
sioners seems to me to break down completely before this ob- 
jection. 

With ‘the main issue thus cleared out of the way, subsidiary 
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matters readily fall into place. There is no dispute that the net 
proceeds of a co-operative society’s trade with non-members is a 
money profit and properly taxable. The income they receive 
from securities held by them is no less clearly a money profit. 
These two items, in short, stand on exactly the same footing as 
the virtual income from their Schedule A property, which (alone) 
is at present taxed under the English law. It is proper that all 
these items alike should be brought under assessment. If this is 
done, however, it is plainly not proper that share interest in the 
hands of co-operative societies’ members should also be taxed 
without any set-off for the prior taxation of the sources out of 
which this share-interest is, at least in part, paid. If income tax 
were an ungraduated tax, a simple solution of the difficulty could 
be found in assessing the three items which have been enumerated 
in the hands of the societies and exempting share-interest alto- 
gether. But, under the actual income tax, since taxation at source 
is levied at the standard rate and the great bulk of co-operators are 
either exempt from income tax altogether or liable at a low 
effective rate, this plan would mean taxing them more heavily 
than is right. To tax share-interest alone, at the rates appro- 
priate to the several members, and to exempt the above three 
items in the hands of the societies might, on the other hand, 
involve taxing co-operators less than is right; because a portion 
of the items of profit which I have distinguished may find its way, 
not into share-interest, but into the “divis.” The only com- 
pletely fair solution would be to tax these items in the hands of 
the societies at the standard rate and allow to the shareholders— 
who are, of course, the same people as the members—a full set-off 
on the taxation of their shares. Since, however, as has been 
pointed out above, a great many shareholders in co-operative 
societies are either exempt or assessable at a low effective rate, 
and so pay no taxation on their share interest from which a set-off 
can be allowed, to carry out this arrangement in practice would be 
extremely difficult. Moreover, the accounts of the retail societies 
which, of course, constitute far and away the most important 
part of British co-operation, show that in 1918 the aggregate 
value of investments, whether in the form of house-property or of 
securities, amounted to some £27,000,000, while the interest on 
the share-capital of members was £2,200,000. The interest paid 
to members may, therefore, reasonably be held to cover the actual 
and virtual income from the societies’ investments. As the pro- 
fit from non-members’ trade is known to be very small, it follows 
that there can in fact be scarcely any properly taxable income left 
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over when share-interest paid to members has been brought under 
assessment. ‘There is a theoretical possibility of unduly favour- 
able treatment under the present law. But in fact it is probable 
that, when account is taken both of the Schedule A assessment, 
and of the assessment of share-interest, co-operators are taxed too 
much. If the Schedule A assessment were withdrawn, there 
would probably be a slightly closer approximation to ideal jus- 
tice ; but this assessment does not amount to much, and it would 
seem that substantial justice is already attained under the pre- 
sent law. 

On the plane of popular argumentation these conclusions might 
be taken to settle the practical issue. But the economist will not 
be satisfied until he has delved more deeply. We have proceeded 
so far on the assumption that the proper object on which to 
assess an income tax is money income or money profit, and on 
that basis we have found the co-operators’ claim that no part of 
the proceeds of their mutual trading is properly amenable to 
income tax to be justified. But we have still to consider whether 
that basis itself is sound. We note, to begin with, that the term 
‘‘ income ’’ may be given either a subjective reference to a man’s 
internal satisfaction or an objective reference to his external en- 
vironment. Plainly, for purposes of taxation, the objective 
reference is the only possible one. But objective income is itself 
capable of sub-division. On the one side, there is a man’s real 
income of goods and services; on the other side, his nominal in- 
come of money. In large part these two things correspond, 
money income being the representative of, and the payment for, 
real income. But this correspondence is not complete. Thus, 
one man devotes his capital and labour to making cotton yarn; 
he sells the yarn for a £1,000, and buys with this food and cloth- 
ing for his family ; another man devotes an equivalent amount of 
capital and labour to making food and clothing directly. The real 
income of these two men may be exactly the same; but the first 
of them has a money income of £1,000, and the second has no 
money income at all. As a matter of general principle, there can 
be no question that, if income is to be taken as the basis of any 
form of taxation, real and not nominal, or money, income is the 
proper thing to take. Whether this real income is obtained 
directly or through the mediation of money is an irrelevant acci- 
dent. In a perfect world income tax would be assessed impar- 
tially upon all parts of real income, whether or not there were 
any money income corresponding to them. 

Tn the actual world this arrangement is unfortunately not prac- 
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ticable. The services, for example, that the different members 
of a family render to one another without payment cannot be 
brought into any income tax return; nor—without far more 
trouble than it is worth—can the services that a man gets from 
his furniture or his clothes. Under the English income tax, 
therefore, for reasons of administrative practicability, those por- 
tions of real income which are not represented in money are, in 
the main, left outside the scope of the tax. An exception to this 
general rule is made in respect of houses and lands occupied 
by their owners. Though no actual money rent is received, 
owners are assessed under Schedule A on the rent which it is 
assumed would have been received if their property had been let 
to somebody else. The Royal Commission on the Income Tax 
have suggested in their Report that regular payments received 
in the form of board and lodging might also properly be brought 
within the scope of the tax. 

It is possible to imagine a type of co-operative society in which 
all the members should club together in a self-sufficing com- 
munity, growing corn, making bread, making clothes, digging out 
coal and building houses, and sharing the proceeds of their joint 
work among themselves without any money payment whatever 
being made. Conceivably, the whole nation might organise itself 
into an immense mutual association on this pattern, with the result 
that, though its real income remained as large as it is now, there 
would be no money income at all. If this happened, it is evident 
that an income tax of the British type would no longer be an 
effective instrument for raising revenue. Its efficacy and its (re- 
lative) fairness depends upon the condition that those parts of real 
income, which are omitted from its scope because they are not 
represented by, or easily convertible into, money income, consti- 
tute only a small part of the whole. If this condition ceases to 
be satisfied, the whole form and machinery of the tax may need 
to be modified. 

The great development of the co-operative movement in this 
country is thought by some to involve a withdrawal from the 
pressure of the income tax of a large amount of real income in 
the way that has just been indicated. Impressed by the great 
annual turnover shown by co-operative societies, they insist that all 
this trade must yield a substantial real profit of the same sort as 
that obtained by private trading, and that this profit ought some- 
how to be brought under assessment. They recognise, of course, 
that, in so far as the societies are composed of small men, some 
of the profit belongs to persons who are exempt from income tax. 
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But, they argue, this is no sufficient reason for allowing the other 
part of it, which belongs to persons who are not exempt, to 
escape its fair share of taxation. In short, the contention is, the 
co-operative form of business organisation is responsible for creat- 
ing so large a slice of real income not represented in money in- 
come that fairness requires some special rule to be made for ren- 
dering it taxable, just as a special rule has been made for render- 
ing taxable the real income that owners receive from the owner- 
ship of lands and houses occupied by themselves. 

I have already conceded that co-operative societies might be so 
organised as to make this argument a valid one. We have now 
to consider in what way they are organised in fact. On the side 
of labour, in the widest sense, there are paid managers, a paid 
staff and paid work-people. There is also an unpaid committee, 
corresponding to the paid directorate of a joint stock company. 
The work of this committee is the only item on the side of labour 
in which an income of real service is embodied without a money 
counterpart. Plainly it can only amount to a very trifling pro- 
portion of the whole. On the side of capital the contention that 
the co-operative form of business organisation enables a consider- 
able amount of real income to be created which is not represented 
in money is more plausible. The services rendered by the share- 
capital of members already has a money representative—though 
possibly since the rise in general interest-rates not an entirely 
adequate one—in the interest that is paid on it. But, so far as 
capital is obtained by contributions to reserve funds and by the 
retention on the part of the societies of monies which are to 
become “divis.” during the interval between the purchases by 
members of goods for cash and the distribution of the “divis.,” 
and so far as this capital is employed in the societies’ own busi- 
ness, with the result of lowering prices or increasing the rate of 
“divi.,” there is no taxable money representative of the real 
services that it renders. Thus, we may imagine a socjety buying 
up a mill out of its accumulated reserves. If this mil] had 
previously been earning £10,000 and were run now with exactly 
equal efficiency, no earnings of capital would appear as money 
profit, but the whole £10,000’s worth of ‘real income would 
remain, and would take the form either of lower prices or of 
larger dividends on purchases. The reserve fund of the whole 
body of British Retail Co-operative Societies amounted in 1918 
to a little over £4,000,000. If we take the distribution of 
“‘divis.” to come to 16 millions a year, distributed quarterly, the 
average amount of capital held by the society in respect of 
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“divis.” will be 2 millions. If we reckon the real rate of return 
on the 6 millions capital composed of these two sums to be 10 
per cent., we have some £600,000 a year of real income not 
represented in money income. This, belonging as it does to a 
body of nearly 4,000,000 persons, amounts to about 3s. per head 
per annum. On the (optimistic) assumption that co-operators 
on the average are liable to income tax at one-half the standard 
rate, the aggregate revenue due on this £600,000 would be 
£90,000. In fact, it is probably a much smaller sum. 

If it were thought that the sum involved were important 
enough to warrant a departure from the general income tax rule 
of confining taxation to money income, only one method of 
striking the items of real income which we have found to exist 
among co-operators seems to be practicable. They cannot be 
got at directly. But a part of them might be got at indirectly 
by the device of subjecting to income tax all monies placed to 
reserve by co-operative societies. Being unable to strike effec- 
tively the income which these resources yield, we might strike 
instead the contributions out of which the assets destined to yield 
that income are created. Of course, this would imply the 
exemption from Schedule A taxation of all property purchased 
out of reserves accumulated after the new arrangement came into 
force ; and also the adoption of some device—presumably by way 
of a set-off to members in their capacity of shareholders—to pro- 
vide against a charge at the full standard rate being levied on 
persons most of whom are not liable to that rate. 

It must be clearly understood that this arrangement would 
not put co-operative societies in the same position as other people 
as regards income tax, but, on the contrary, would involve the 
introduction of a new discriminating method of assessment 
specially directed against them. This could only be justified if 
it were shown that the loss of revenue which results from 
treating them in the same way as all other taxpayers ig large 
relatively to the loss that results from assessing these others on 
their money income instead of on their real income. From what 
has been said it is apparent that, in fact, the loss is not only 
relatively, but absolutely, of quite trifling amount. In these 
circumstances there is, in my judgment, no sufficient warrant 
for subjecting co-operative societies to a rule of assessment 


different from that applied to the general body of the community. 
A. C. Piaou 











AN OFFICIAL AMERICAN STUDY OF INDUSTRIAL 
FATIGUE 


In the September number of THE Economic JouRNAL for 
1914 an article appeared by Mr. J. W. Ramsbottom, under the 
title, ‘Suggestions for an Enquiry into Industrial Fatigue.” Mr. 
Ramsbottom’s suggestions were acted upon and have borne fruit, 
but the modesty of his title thoroughly indicates the status of the 
subject at that time. Apart from citing such classic experiments 
as Dr. Abbé’s at Jena and Sir William Mather’s at Salford, it 
was impossible then to give much positive information. In the 
era before the British Association reports and those of Professor 
Stanley Kent, and before the memoranda of the Health of Muni- 
tion Workers Committee, the information did not exist. More 
than that, most manufacturers and even some economists were 
inclined to deny that there was anything about which to give 
the information. 

This attitude was clearly exhibited at the meeting of the 
British Association at Newcastle in 1916, when the “Committee 
on I'atigue from the Economic Standpoint” presented their 
second report. On that occasion Dr. Hunter, a shipowner, ex- 
pressed his feelings in a speech that next morning’s newspapers 
entitled “breezy.” I quote from the Morning Post of Septem- 
ber 11th, 1916 :— 


‘‘Dr. Hunter did not think that the question of fatigue was of great 
importance in connection with ship-building in the yards of Messrs. 
Swan, Hunter and Co. ... It was the men who took drink... who 
found that they were not able to work long hours, who complained of 
over-fatigue. If men took a more intelligent interest in their work and 
worked harder they would feel less fatigue. The effort to work slowly 
was really very fatiguing. (Loud laughter.) There was a great deal of 
‘coddling’ going on and it diverted attention from real evils. People 
should pay attention to these evils and cease coddling and trying to 
invent. (Laughter.) He had worked harder in his time than any of his 
workmen, and had not suffered in health. (Hear! hear!).”’ 


Outbursts such as these would have been unimportant if they 
had not been characteristic of an influential body of opinion. 
Unfortunately for this country, these views were reflected in the 

No. 118 —vow. xxx. N 
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original policy of the British War Office for stimulating the pro- 
duction of munitions, and until the findings of the new research 
were brought to bear, the longer the hours worked, the greater 
was considered the efficiency. 

The American War Department adopted a radically different 
course from: the very outset. The feelings of the average 
American business man, it is true, were not very different from 
those exhibited above. Though there is a distinct myth growing 
up in England as to the numerous rest periods granted to 
American factory workers, it must be stated frankly, with all due 
respect to the high quarters where the idea is now lodged,’ that 
neither scientific management nor any other American methods 
have established any material difference between the American 
and British employer-psychology. Fatigue, indeed, if one of 
Mr. Gantt’s works, recently reviewed in these pages,’ is any 
criterion, is one of scientific management’s greatest blind spots. 

It chanced, however, that Mr. Baker was the Secretary of 
War, and Mr. Baker is President of the National Consumers’ 
League, an organisation that has stood consistently for decent 
“labour standards.” At the entrance of America into the war, 
labour standards, and particularly the hours of work in munition 
factories, were accordingly strictly maintained. At the same 
time, though profiting by the experience of England which was 
thoroughly taken to heart, the Federal Government, through the 
Public Health Service, initiated and supported an investigation 
of its own. Under a committee, of which Dr. J. W. Schere- 
schewsky of the Public Health Service, Dr. Edsall, now Dean 
of the Harvard Medical School, and Miss Josephine Goldmark 
were members, and Dr. Frederic Lee was secretary, a body of 
investigators was sent into the field in July, 1917. The first 
report of their labours—running over two hundred pages and 
abounding in diagrams—has just been published in Washington 
as Public Health Bulletin No. 106.* 


New METHODS. 


Owing to the American policy of maintaining “labour 
standards,” no chance was given the investigators of disclosing 
such sensational inefficiencies as Dr. Vernon did in his memoranda 


1 Final Report Health of Munition Workers Committee, Section VI. 178. 

* Economio JournaL, September, 1916. 

* “Studies in Industrial Physiology: Fatigue in Relation to Working 
Capacity. 1. Comparison of an Eight-Hour Plant and a Ten-Hour Plant.” 
Report by Josephine Goldmark and Mary D. Hopkins on an investigation by 
rig i Sargant Florence and Associates under the general direction of Frederic 

. Lee. 
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for the British Health of Munition Workers’ Committee. Instead 
of being able to compare the efficiency of the same factory before 
and after reduction of hours, the Americans had to devise means 
to compare the net effect of the number of hours worked in 
altogether different factories. Two factories were picked, both 
engaged in metal working and containing roughly the same types 
of operation, and both of equal technical efficiency. One, how- 
ever, employing some 36,000 men, was working on two day-shifts 
each of eight hours’ duration; the other, employing some 13,000 
persons, worked from 7 a.m. to 12 and from 1 to 6 p.m.—a ten- 
hour day. A method was then found of comparing each factory 
with its own best showing and contrasting the shortcoming of 
each from its own standard. 

The study was based on the now familiar hourly efficiency 
curves, a method first used specifically to discover fatigue in the 
1915 report of the British Association Committee. The output 
of groups of workers and the accidents of the whole factory were 
counted for each working hour of the day over a considerable 
period by the investigators on the spot; a specific efficiency for 
each working hour could thus be tabulated and plotted as a curve. 
To obtain an accident curve for the factory as a whole presents 
little difficulty, but a novelty in the American investigation is the 
attempt to approximate an hourly output curve for the factory 
as a whole, instead of confining output studies to isolated groups 
of workers all engaged on the same operation. 

The principle adopted was one familiar enough to makers of 
index numbers for measuring the cost of living. The average 
hourly output curves on each operation where a group was studied 
were reduced to a common level, the maximum output shown 
by any one full hour when the whole group was averaged being 
rated as a 100, and the average output of the other hours 
expressed as percentages of it. The percentages for the same 
hour in each operation were then averaged! and a composite 
hourly curve obtained. 

The choice of the maximum hour as 100 rather than the 
average hourly rate, is a distinct departure from the usual prac- 
tice. It could not be justified unless it were shown that such 
a@ maximum is never an extreme. The investigators tested this 
point and found that the hourly outputs tapered off towards the 
minimum which was a long way down, but were bunched up at 


1 The average hourly curve in the eight-hour plant is an average of the 
efficiency on both day shifts, e.g. the output of the third hour of the afternoon 
shift would be averaged with that of the third hour of the morning shift. 

N 2 
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the maximum. In other words, the frequency distribution was 
not symmetrical; men could work for any hour as slowly as they 
liked, but they could not work faster than a certain rate. Once 
justified statistically, the maximum as a base obviously has great 
advantages in presentation. It forms a standard of possible 
efficiency to which every output showing can be measured up. 
Fach hour’s accidents were similarly expressed as percentages of 
the best hourly showing (?.e., the hour of least risk). 

Altogether output from some fifteen different operations were 
tabulated in the ten-hour plant and twenty-two operations in the 
eight-hour, an attempt being made to choose operations of the 
most diverse nature. In the ten-hour plant the work studied ran 
all the way from hard “planishing” of fuse-parts (something 
between filing and polishing) vid turning fuse-bodies on lathes 
and stamping by footpress to delicate hand assembly and solder- 
ing. Similarly in the eight-hour plant these dexterous opera- 
tions were studied side by side with the hard labour of excavating 
and hammering and with machine work such as grinding and 
cutting on lathes. 

The next question was how to compose these various opera- 
tions so as to form a picture truly representative of the whole 
industry. In what proportions were muscular labour, hand work 
and machine work actually distributed in these factories? 

Based on surveys in analogous factories, it was estimated (and 
this estimate was later confirmed by direct count) that in the 
eight-hour factory half the productive force was employed at 
machine work, one-quarter at muscular labour, and one-quarter 
on dexterous operations; and, further, that half the machine 
workers were “operating” lathes and other machines requiring 
attendance of the same type. Accordingly the hourly “index 
numbers” for each operation studied were averaged in four groups 
separately, muscular work, dexterous work, lathe work and mis- 
cellaneous machine work—the latter including the furnace- 
tending type. 

This grouping of items according to their importance in the 
factory is analogous to the weighting of index numbers of com- 
modity prices according to the total consumption of those com- 
modities found in workmen’s family budgets. In both cases a 
complete and accurately balanced picture is given of facts as a 
whole as we meet them in actual life. 

It should be noticed that the separate operations that were 
grouped together did not all have the maximum output in the 
same hour; hence in the average curve for the group no hour 








1920] AN OFFICIAL AMERICAN STUDY OF INDUSTRIAL FATIGUE 167 


will appear at 100. One hundred remains a “limit of possible 
efficiency” that is always approximated, but only actually 
attained when all operations in the group have their maximum 
output at the same hour. 

In order to eliminate all chance that dissimilarity in type of 
work would obscure the effect of different lengths of hours pure 
and simple, operations at the ten-hour plant were grouped in 
precisely the same way as in the eight-hour plant, though, as a 
matter of fact, such grouping did not represent exactly the actual 
distribution existing there.? 

The investigators now had at their command facts capable of 
throwing light in a number of different directions. 

1. What was the shape of (a) the hourly output curve, (6) 
the hourly accident curve in each factory as a whole? Did the 
later hours of the day show any appreciable fall in output or 
rise in accidents? 

2. How did the two factories compare in the maintenance of 
efficiency? How close did each of them keep to the maximum 
of possible efficiency in output and the minimum of unavoidable 
accidents ? 

3. How far is the type of work a factor in determining the 
shape of the hourly curves, and how far does it affect the fall 
from possible efficiency in output and the rise from the minimum 
accident rate? Is there any consistent difference noticeable in 
the showing from the different groups of operations? 


Hours AND OUTPUT. 


In comparing the fall of each factory below its own maximum 
possible efficiency the ten-hour factory contrasts badly with the 
eight-hour scheme. Though the best hour in the case of each 
factory is within 3 per cent. of this possible maximum, the ten- 
hour factory has a long “‘ tail ’’ ; eight of its ten hours fail to reach 
within 6 per cent. of the possible maximum, whereas six of the 
eight-hour factory’s hours get above that. On the average the 
hourly outputs at the ten-hour factory fall 9°8 per cent. below 
possible efficiency, those at the eight-hour factory only 6 per 
cent. below. This means that, by working eight hours, output 
is considerably better maintained throughout the day, and that 
each hour does its bit in wiping off capital expenses and the con- 
tinuous overhead charges, such as the cost of heating, lighting, 
and driving the shafting and salaries paid on a time-rate. 

In both factories, if we except the first and second hours when 


1 See footnote below, page 169. 
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workers are probably still getting into practice, the output of the 
later hours of day was less than in the earlier hours; but in the 
eight-hour factory the fall was considerably less than in the ten- 
hour factory. In spite of the very low output in the first hour 
of the first spell, the output of the whole second spell in the ten- 
hour plant was 3°4 per cent. of possible efficiency below that of 
the whole of the first spell, while in the eight-hour factory this 
fall was only 0°9 per cent. The last hour of the day had in both 
factories the poorest output, but in the eight-hour scheme it was 
only 10°2 per cent. below possible efficiency, while under the 
ten-hour scheme the fall was 20°9 per cent. 

An average output curve from five operations on a full twelve- 
hour shift was also obtained, the night-work at the ‘“ten-hour ” 
factory lasting from 6.20 p.m. to 6.40 a.m., with only a twenty 
minutes’ break at midnight. The results entirely confirm the 
a fortiori argument that a little deduction would indicate. Just 
as the output of a ten-hour day is less stable than that of an 
eight-hour shift, so the twelve-hour night is less stable than the 
ten-hour day. In fact, the results in the last hours of this pro- 
tracted shift are sensational. While the average output for all 
the hours is 18°3 per cent. below possible efficiency, the output 
of the last hour but one is 39 per cent. below this standard, and 
the output of the last forty minutes is practically nil. So low 
did efficiency sink in the early hours of the morning that the 
investigators furnish a table setting forth for one of the depart- 
ments the number of men asleep every quarter of an hour! 

These records of low output were partly due to a slower rate 
of working and partly to a less close application to work. Further 
light is thrown on the latter element in records of the time that 
is voluntarily “lost”’ by the worker in the course of his work. 

There is first a tardiness in starting the spell, less noticeable 
at the eight-hour plant, but running into heavy expense at the ten- 
hour factory. Taking 90 per cent. of the average power consump- 
tion as the standard, machine departments were twelve minutes 
on the average getting started at the ten-hour plant, and seven 
minutes at the eight-hour factory. A corresponding promptness 
to “get quit” at the end of the day resulted in the 90 per cent. 
standard failing six and a quarter minutes before time at the 
eight-hour factory, and twenty-one and a half minutes before time 
at the ten-hour factory. Direct observations made on some of 
the groups while their hourly output was counted showed still 
more remarkable differences between the two factories in the 
time lost in the middle of the spells. : 




















1920] AN OFFICIAL AMERICAN STUDY OF INDUSTRIAL FATIGUE 169 


Hours AND ACCIDENTS. 


It has by no means been a settled point so far whether the 
rate of accidents can be taken as a measure of human working 
capacity, and hence whether a rise in accident while the hours of 
work proceed is a measure of fatigue. In fact, in the most recent 
memorandum of the British Health of Munition Workers’ Com- 
mittee! fatigue was allowed a réle in increasing the rate of 
accidents only where women were subjected to excessively long 
hours. The Americans enter very carefully into Dr. Vernon’s 
argument as given in this memorandum, and in tables and special 
appendices they subject their own figures to every test called 
for by Dr. Vernon’s theories. Yet, when all is said and done, 
fatigue appears as of cardinal importance—even in the case of 
men working so short a time as eight hours. 

Dr. Vernon’s main point is that the number of accidents are 
dependent on the amount (t.e., speed) of output, and that to 
eliminate this factor the ratio of the accidents to the output must 
be found every hour. This point was thoroughly realised by the 
British Association Committee in their report for 1915,” but it 
was not till later that the Committee obtained output data 
sufficiently extensive for correlation with the accident material. 
In the American report very complete output data are supplied 
almost automatically by the composite factory curves that we 
have been discussing.* This output data, in fact, is much more 
representative than that offered by Dr. Vernon, since he takes 
the power consumption as a proxy for the total output, whereas 
actually power consumption will only represent the output from 
the power-driven machinery. 

The American investigators were thus able to correct the curve 
of accidents with the quantity of output curve for the whole 
factory, and they proceed to draw the hourly “accident risk per 
output” on this basis for both factories. The superiority in 
efficiency of the eight-hour system over the ten-hour is again 
evident, as also the superiority of the earlier hours of the day 

1 Memorandum No. 21—H. M. Vernon, M.D. : “‘ An Investigation of the Factors 
Concerned in the Causation of Industrial Accidents.” 


* Page 23 ff. 

3 Some modification had to. be introduced in the case of the ten-hour plant, 
since what was required here was the actual output from the factory with the 
types of operations distributed according to the facts at that plant, not as they 
were distributed at the eight-hour plant. By direct census of all factory opera- 
tions it was found that the ten-hour factory contained as a whole a somewhat 
smaller proportion of machine work ; in fact that machine work divided the 
field equally with muscular and dexterous handwork, each type engaging about 


a third of the employees. 
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over the later. Representing the hour of least risk as 100 (it 
happens to be the first hour of the day in all cases), the eight- 
hour plant throughout the day! averages some 20 per cent. higher 
than this possible minimum risk; the ten-hour plant averages 
some 29 per cent. higher. In the second spell the risk is 5°6 per 
cent. greater than in the first spell in the eight-hour plant; but 
in the ten-hour plant the afternoon risk is 10°95 per cent. greater. 
In the last hour of the day the accident risk per output rises 
17°4 per cent. above minimum at the eight-hour plant, but 
57 per cent. above minimum on the ten-hour scheme. 


THe TyPE oF WorK FACTOR. 


Great importance is attached by the American investigators 
to their demonstration of the different course run by fatigue when 
different kinds of factory work are engaged in. 

It has been recognised ever since the 1915 report of the 
British Association Committee that the shape of the hourly out- 
put curve might be entirely different according to the class of 
operation from which the records were drawn, and Dr. Vernon 
has shown the different effects of a reduction of hours on “heavy,” 
“medium” and “light” operations. 

The British Association Committee, however, had not a very 
large sweep of facts on which to base conclusions, and Dr. 
Vernon’s analysis of types of work are obviously somewhat crude. 
What the Amercan investigators have done is to adopt the four- 
fold classification of factory work as Muscular Handwork, 
Dexterous Handwork, Lathe Machine-work and Miscellaneous 
Machine-work—somewhat on the lines laid down in the British 
Association report—and at the same time have collected together 
sufficient examples of the curve of output from operations within 
each of these types to be able to draw differential work curves. 

But they have not stopped at output. The Bulletin under 
review actually gives accident curves in the ten-hour plant for 
three of the types of work differentiated above, each of these 
accident curves being corrected with the output curves from the 
same type of work, just as the curves for the whole factory were 
corrected. 

The result from output and accident tests are in unison. The 
greatest fall in output during the day, and the greatest rise in 
the accident ratio occurs on muscular work, and the least fall in 


1 The figures for the first hour of the second spell had to be omitted in the 
eight-hour plant, owing to the uncertainty in some departments how far the 
lunch break extended. 
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output and the least rise in the accident ratio in the machine 
work. 

Comparing the second spell output with that of the first, there 
is quite a remarkable agreement on the relative standing of the 
four types in both the factories. In the eight-hour plant lathe 
machine-work shows on the average a rise of 2 per cent. in the 
output of the second spell, miscellaneous machine-work a rise of 
1 per cent., dexterous handwork a fall of 3 per cent., and 
muscular work a fall of 5 per cent. In the ten-hour plant the 
order is precisely the same. Lathe machine-work shows the 
same 2 per cent. rise in the second spell output as compared 
with that of the first; in miscellaneous machine-work the output 
of the spells is the same; in dexterous handwork the second spell 
is down 6 per cent.; and in muscular handwork it is down 
10 per cent. In spite of some exceptions, there is also a striking 
uniformity in the output curves of the individual operations 
within each type. 

The tale told by the accident curves that were secured at the 
ten-hour plant agrees remarkably with the output data. While 
the machine-work (without distinction of lathes and other types) 
shows a rise in the second spell over the first of 11°5 per cent., 
on the dexterous work this rise is 13°2 per cent., and on muscular 
work it is 24°3 per cent. Taking the average of the accident 
ratios for all the hours of the day, it is 31°0 per cent above the 
first (minimum risk) hour of the day on machine-work, 34°5 per 
cent. above in dexterous work, and 81°4 per cent. above in 
muscular work. 

Does this evidence from the output and accident records of a 
factory mean that machine-work is comparatively speaking not 
fatiguing? The evidence of the output even indicates that 
machine-work is not fatiguing at all, speaking absolutely. Primd 
facte this seems improbable. The present writer reported to the 
British Health of Munition Workers’ Committee certain mono- 
tonous operations where “girls tend to drop straight off to sleep 
immediately their machine breaks down and they need no longer 
work. They would appear, indeed, to be continually on the verge 
of sleep, and yet the output is maintained at the day-shift rate.” 
This suggests that some momentum may be sustaining output 
in spite of the worker’s state of fatigue. Such a momentum 
would be given by rhythm, and it was to rhythm the Americans 
turned for an explanation of the inflexible output curves from 
machine-work. 


1 Interim Report, page 32. 
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By means of an ingenious automatic “rhythmometer,” invented 
by Dr. A. H. Ryan, one of the investigators, the exact time of 
certain of the workers’ motions were recorded by electrical con- 
tacts on a kynograph or recording drum. A series of records were 
thus taken of the time relations in operating lathes, and a very 
extreme regularity of repetition was discovered as compared with 
the time relations in footpress operations of the muscular type. 
This repetition of the same motion at regular intervals is the 
primary feature of rhythm, so that rhythm seemed to be of 
great importance in precisely those operations where the hourly 
curve was least flexible. Whether it was that rhythm actually 
prevented fatigue setting in, or that it simply prevented what 
fatigue there was from being shown in the output, is still an open 
question. Some physiological tests that were made favour the 
latter theory, but there is no inherent reason why both theories 
should not be true in part. 


Rest-PeERioD EXPERIMENTS. 


The British Health of Munition Workers’ Committee in their 
final report quote Dr. Vernon to the effect that five-hour spells 
of work are too long, and that the best method of avoiding them 
“is to stop work for a quarter of an hour in the middle of each 
spell.” Actual results of such breaks Dr. Vernon did not 
apparently obtain except either indirectly or in conjunction with 
the effect of other changes, but the deficiency is made good by 
the American investigators, and their results entirely confirm Dr. 
Vernon’s opinion. 

The ten-hour plant had just such five-hour spells as Dr. 
Vernon condemns, and early in 1918 the management was 
induced to give a ten-minute recess period in each spell in certain 
departments. These were introduced as soon as a series of 
control observations were completed to find the rate of output 
before the change. After the change was made observations were 
continued on the same set of workers for several weeks. 

In the first few weeks of the innovation, if we consider only 
such operations as employed more than two persons, we find 
an average rise in total daily output for the different operations 
of from 0°86 per cent. to 79 per cent. This means that the 
increased efficiency entirely compensated for the twenty minutes 
lost during the day, and secured some benefit in addition. In 
one operation only was there a fall. In the largest group—four- 
teen women painting a solder mixture to the back of small army 
coat buttons—the rise was 1°96 per cent. In a group of men 
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on three operations, buffing and colouring safety razor parts on 
a revolving wheel, the rises were 0°86 per cent., 11 per cent., and 
1'1 per cent., and this in spite of such a strong opposition on the 
part of the men to “being coddled ” that recess periods had soon to 
be abandoned in their case. 

A second period of observation of the recess periods was 
obtained in some of the operations, when larger increases were 
registered in the output. The one operation where a fall had 
been found before, now showed a rise in output over the control 
period of 71 per cent. The other operations varied in rise from 
3°26 per cent. to 18°3 per cent. In one soldering operation a 
third period of observation was possible, when the rise over the 
control period was 25°9 per cent. It should be stated that in all 
cases the workers were thoroughly experienced and that the date 
of their first working at the operation studied is tabulated. The 
fact of learning cannot, therefore, account for the rise in output. 

Recess periods were also introduced at the eight-hour factory, 
but met with little success in increasing output. Since the 
departments given recesses here contained machine operations 
where the state of the human working capacity is less easily read 
in the output than is the case with pure handwork, the results 
may not be significant. In so far as they do indicate anything 
to our purpose, it is that continuous four-hour spells are harm- 
less where continuous five-hour spells are not. 


MEASURING LABOUR UNREST. 


The middle-class conception of labour unrest is of some 
sinister infection, elusive and intangible. This, however, has 
not deterred the new American personnel expert from trying to 
measure certain phases of unrest in exact numerical terms. For 
instance, the labour turnover—by which is meant the flow of 
wage-earners in and out of any given factory’s employment—is 
now definitely reduced to percentages of the total working force. 
The only comparable study in England is Captain Greenwood’s 
memorandum on “ Wastage of Labour” published by the Medical 
Research Committee. In America the admirable Monthly Labor 
Review, published by the Federal Bureau of Labor Statistics, 
gives almost every month some detailed and exact investigation 
into the labour turnover of various localities or single factories, 
and the Public Health Service study under review devotes an 
entire chapter to the subject. 

In the ten-hour plant the labour turnover was actually 176 
per cent. in the course of a single year. That means to say that 
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the new employees hired during the year merely to replace those 
who had left the factory were about one and three-quarter times 
as numerous as the whole working force. At the eight-hour 
factory the rate was only 30 per cent. 

A fact of the greatest importance that is brought out is that 
employees who have only been in the service of the factory for 
short periods are those that are most liable to leave. In the 
ten-hour factory, where a detailed comparison is made, those 
who had been with the factory less than three months numbered 
28 per cent. of the total employed, but out of all those who left 
the same “length of service” class formed 68 per cent. Fifty- 
three per cent. of the working force had been with the factory 
one year or more; but only 12°6 per cent. of those leaving had 
served as long as this. The turnover, therefore, seems to be due 
not to an ebb and flow evenly distributed among all workers, 
so much as to a constant migration among a great number of 
“floaters” who pass rapidly from factory to factory according 
as they find conditions. The investigators therefore pushed their 
inquiry further and attempted to track down exactly what con- 
ditions there were that were so upsetting to this class. They 
rated all the departments of each factory on the following six 
heads : air conditions, lighting, noise, amount of heavy muscular 
work, amount of work straining the eyes, and prevalence of 
night work, and then attempted to find a relation between a high 
rating and a high turnover. In the eight-hour factory noisy and 
badly-aired departments were found to have a turnover distinctly 
above the average for all departments; in the ten-hour factory 
it was departments with night-work, muscular strain and bad 
lighting that were distinctly above average in their turnover. 

Besides labour turnover, the American investigators used other 
indices of ill-feeling (physical and mental) such as the rate of 
absences for headaches, of requests for transfer to other depart- 
ments, and of the granting of such requests on medical grounds. 
The showing of each of these indices is compared, and each is 
considered in relation to the six conditions above enumerated. 

There is a noticeable correlation in the departments of the 
eight-hour factory as a whole between the rate of requests for 
transfer and the rate of turnover plus transfers granted, which 
shows how turnover may be reduced by transferring workers at 
their request from unsuitable or uncongenial departments. 
Though the results in general are by no means so conclusive, the 
methods used, if more widely applied, might point the way 
very clearly to reforms. 
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Another phase of labour unrest that the American investiga- 
tion attempts to reduce to measurable terms is that of restriction 
of output. It used to be known vaguely that such a condition 
existed in industry; indeed, there is a wealth of synonym to 
describe it—ca’ canny in England, soldiering in America, 
sabotage in France. Some actual figures were reported by the 
present writer to the Health of Munition Workers’ Committee, 
and were published in their interim report. These show, over a 
period of four months, an “extraordinary stability of output of 
individual girls” and a “still more extraordinary similarity in 
output of different girls employed at the same process.”! Dr. 
Vernon, in Memorandum No. 18 of the same Committee, suggests 
a more exact, method of detecting voluntary restriction by the 
use of probability curves, but he had “no available data to illus- 
trate the distribution of output values experienced under trade 
union restrictions.”’ 

Such a distribution the American investigators are actually 
able to provide. The method used is simpler than Dr. Vernon 
suggests, and in their tables they are concerned mainly with the 
similarity in the average output of different individuals. These 
tables show that in some operations of the ten-hour plant the 
average output from each individual worker only varies within 
the narrowest range from that of his fellow-worker, while in 
similar operations in the eight-hour plan the range of variation 
is, proportionately to the amount of output, something like ten 
times as wide. 

Incidentally, it is a mistake to speak of “trade union restric- 
tion’’; the ten-hour plant was practically a closed shop—closed, 
that is to say, against the union. Restriction seems to be a 
general reaction of the employee as such against the system 
under which he works. The fear of piece-rate cutting and the 
general sense of insecurity seem more potent than any trade union 
regulation. In fact, to guard against any premature judgment 
of the underlying causes, the American investigators have adopted 
the entirely neutral word “stereotyping” to describe this repro- 
duction of identical outputs. 

Wherever stereotyping was found on any operation, the 
investigators were careful to isolate the results. The composite 
hourly output curve for the whole ten-hour factory used for com- 
parison with the eight-hour factory was free from the effects of 
restriction. At the same time, a specific hourly output curve was 
obtained for stereotyped operations, which is of a very interesting 


1 Page 72. 
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shape. In his report to the British Health of Munition Workers’ 
Committee, the present writer detected “a deep and continuous 
fall in the power (consumed) . . . in the last two hours of the 
day shifts” where restriction was prevalent. The American tables 
show the tendency to be somewhat less simple than this. The 
last hour for the combined stereotyped operations is certainly 
extremely low, 25°4 per cent. below “possible efficiency,’’ but 
the last hour but one actually has the highest output of the day 
—only 3 per cent. below “possible efficiency.” The last hour 
but one in the morning spell is also comparatively high in output 
(6°5 per cent. below “possible efficiency”). The explanation 
given is “that the workers, working deliberately below capacity 
through the day, must spurt to make the day’s required output, 
and usually do so before the very last hour.” The workers do not 
feel like making their stint at the outset, nor do they leave it to 
the very end when machine trouble or lack of stock might prevent 
their reaching the stint altogether. What they seem to do is to 
keep just about an hour “up their sleeves” in reserve—human 


yet logical. 


No one would be more ready to admit the limitations of this 
study than the investigators themselves. There was no oppor- 
tunity of testing the effect of a general reduction of hours on the 
whole level of fatigue, and the existence and implications of the 
yet more sinister accumulating fatigue still remains buried in 
obscurity. What this study has done is to throw considerably 
more light on the daily cycle of fatigue, the see-saw of periodic 
work and rest. In addition, the American investigators have 
thrown out sundry scouting parties into the vast uncharted 
regions of the Great Industry by which we live, or hope to live. 

Historians, psychologists and economists have turned to more 
illustrious themes—less complicated, too, and soluble in one’s own 
study. But sooner or later a painstaking research must be com- 
menced at the basis of our economic life, the productive processes 
of the factory; and in their detailed measurement of the condi- 
tions of personal inefficiency and factory disorganisation the 
American investigators have blazed the trail. 

P. SARGANT FLORENCE 














THE AMERICAN RAILWAY SITUATION 


I, 

On February 26, 1920, the Congress of the United States, 
after exhaustive consideration by Committees of both Houses 
extending over more than three years, passed a new law, the 
Transportation Act, 1920, so far reaching in its scope, and so 
important in its provisions, that it is likely to remain the organic 
statute of the American railroads for a long while to come. On 
March Ist, the President handed back the railroads, which had 
been under Federal control and management since the end of 
1917, to their respective owners. There is almost universal agree- 
ment in the United States on two points: that railroads should, 
if possible, be operated by private companies and not by the 
Government ; but that, if private ownership under the carefully 
elaborated regime of the new law fails to work, Federal owner- 
ship ard operation is the only alternative. Seeing that, as the 
result of the Great War, the railway system—by ‘‘system’’ is to 
be understood not merely the physical machine but the political 
and financial structure of the organisation—of almost every 
country has been broken down and has to be reconstructed from 
the bottom; and seeing that the railways of the United States 
represent in mileage more than one-third, and in volume of 
traffic probably more than one-half, of those of the whole world, a 
summary of the new American legislation and of the history that 
has led up to it should not be without interest. 

American railway history begins at the same time as our own. 
The first few miles of what is now the main line of the Baltimore 
and Ohio Railroad were opened in May, 1830, four months before 
the opening of the Liverpool and Manchester Railway. For the 
next twenty years the railways were merely local concerns. In 
the fifties, the consolidation into through systems began. The 
Civil War, which lasted four years, rudely interrupted the process. 
After 1864 it began again with fresh impetus. Not only were 
the small lines in the old settled States joined up and consolidated 
into great systems, but the railroads pushed out across the Missis- 
sippi, and in 1869 reached the Pacific Coast. Such legislation as 
was passed in those days, so far from being regulative or restric- 
tive, was not merely enabling but encouraging. Rédilroad com- 
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panies could be incorporated under the general law; and a hand- 
ful of promoters could register a company, acquire land compul- 
sorily, raise funds, and start to build their line with fewer for- 
malities than would be required here to-day in the case of an 
ordinary limited liability company registered at Somerset House 
for the establishment of a new factory. Subsidies were freely given 
by public authorities, governments, State and Federal, counties 
and cities, in the form not only of money but land grants, exemption 
from taxation, subscription of shares, guarantee of bonds, and so 
forth. Promoters sold the bonds, guaranteed or unguaranteed, for 
what they would fetch, built the railroad with the proceeds, and 
allotted themselves gratis an equal amount in nominal value of 
share capital. The public looked on and approved. To get rail- 
roads was the one thing that mattered. How they got them and 
on what terms, and what sort of a railroad—so long as there were 
two rails on which a locomotive could run—they cared not. As 
a result, railroads spread out over the west at the rate of many 
thousands of miles per annum. 

The achievement was magnificent. The country was opened 
up at a rate hitherto inconceivable. But the inseparable abuses 
were grave. Vast fortunes were accumulated by methods which 
were more than questionable. The railway magnate, who could 
make or break a town by establishing a “division point” or divert- 
ing a through line a few miles on one side or the other, was a 
despot not always benevolent and sometimes not clean-handed. 
Scantiness of traffic in country only just opened to settlement led 
to fierce scrambles for what existed, culminating in constant rate 
wars. At points where two roads met, the rival companies would 
offer to carry grain for a rate one-half or one-quarter of what either 
of them was charging at a non-competitive point twenty miles 
away. In the struggle to get traffic all idea of an obligation to 
treat customers alike went to the winds. Published schedules of 
rates—and even they could be changed overnight—were only 
made to be disregarded. Before the Hepburn Committee, not in 
the wild West but in New York State, in 1879, witness after 
witness testified to obtaining rates one-third or one-quarter or 
even one-fifth of the published figure. Asked by a member of 
the Committee, ‘‘Do you pay no attention to the schedule?’’ one 
witness replied “ I do not think I ever saw a schedule; I do not 
know anything about them. They are like the weather, I pre- 
sume.’’ And another witness, who said he had been in business 
for twenty years, confirmed this evidence. Worse than all, 
powerful interests—the Standard Oil is the most famous instance 
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—by threatening to divert their whole traffic, compelled the rail- 
way companies, even in one instance the great Pennsylvania 
Railroad, not only to allow them enormous rebates from the pub- 
lished tariff on their own traffic, but also to pay them a handsome 
commission on every ton of traffic carried for weaker rivals. 

The story in its ugliest features is forty or fifty years old. The 
last lingering traces of secret rebates were stamped out about the 
end of the century. But the memory of them is burned deep into 
the recollection of the American people, and the effect still 
remains. The time when a candidate for the Governorship of a 
great state could make the main plank in his platform a promise 
that, if elected, he would ‘“‘shake the railroads over Hell” is past. 
But even to-day an Englishman can hardly read the utterances on 
railway questions of American economists or legislators, or the 
judgments of the various Commissions, State and Federal, with- 
out feeling that there is in them a bias, possibly unconscious, 
against the railway companies; that the mental attitude is not 
one of impartiality, but of a desire to protect the public against an 
oppressor. 

And in one sense the public has protected itself most effectually. 
It has gradually, partly by direct legislative enactment, partly 
by the decisions and regulations of railway Commissions, so tied 
and bound the railway companies that they have been rendered 
pretty nigh incapable of injuring the public. Unfortunately, a 
man in chains is as incapable of helping as of harming his neigh- 
bours. The railway companies have suffered. But the public 
has suffered with them. It is a matter of universal agreement 
that the existing railway companies are short of rolling stock ; 
that their terminals are hopelessly inadequate for their traffic ; 
that railway extension is at a standstill, and that the reason is that 
the investor refuses to find new capital for railway enterprise 
because railway investments have ceased to yield a commercial 
return. 

The regulation of railways began with the States. | Massa- 
chusetts had a Railway Commission as long ago as 1869. Fede- 
ral regulation only followed eighteen years afterwards. Mean- 
while State regulation had a varied history. The State 
Commissions were, broadly speaking, divisible into two classes, 
commonly described as ‘‘ Commissions with Power ’’ and ‘‘ Com- 
missions without Power.’’ The former were mainly in the East ; 
the latter in the West. | Massachusetts may be taken as the type of 
the one ; Illinois and Iowa as the types of the other. The Massa- 
chusetts Commission had no power except to investigate a 
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complaint, to call for persons and papers, and to make and publish 
a Report. For many years it was eminently successful, partly 
because of its personnel, partly because in an old and settled 
community the companies with which it had to deal were pros- 
perous and well behaved, and amenable to local public opirion. 
In the West it was very different. The railway companies re- 
presented to the local farmer or miner not a fellow citizen, but the 
bloated capitalist of the East or of Europe. The Commissions in 
the West were given drastic powers and exercised them with the 
rough and ready justice of a miners’ camp. 

The establishment of the Interstate Commerce Commission 
in 1887 marked the beginning of a new era. Its powers were 
small at the outset; but a whole series of amending Acts have 
constantly increased them, till in practice, though not in theory, it 
may be said to-day that the whole responsibility of railway regu- 
lation is henceforth vested in the Federal authority. The con- 
stitution of the United States gives to Congress the “power to 
regulate commerce among the several States.’’ It is on these 
few words, whose implications assuredly no one foresaw in 1788, 
that the whole fabric of Federal jurisdiction has been built up ; and 
their effect has been that, in spite of the tender-handedness with 
which every legislator ventures to touch State rights, the jurisdic- 
tion of the separate States over railway companies, each of which 
is in law the creature of the sovereign State by whose Charter it 
has come into existence, has gradually been ousted. 


II. 


To appreciate the position which has culminated in the enact- 
ment of the new law, it is necessary to go back to the situation as 
it existed about the end of last century. The uncontrolled com. 
petition of earlier years had forced down rates, taken as a whole, 
to an uneconomic level. Only an extraordinary increase in operat- 
ing efficiency, with a corresponding decrease in cost of handling 
traffic, had enabled the companies to avoid bankruptcy. And at 
this point a new wave of regulation, State and Federal, increasing 
both in stringency and minuteness, came in all over the country. 
The result was not merely to stereotype existing rates at the level 
to which competition had forced them, but by constantly pressing 
for the adjustment of long-standing inequalities, to reduce them 
to a still lower average. Not a few State Legislatures and Com- 
missions went further. They endeavoured with some success, 
not only to redress inequalities, but to produce new inequalities 
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in favour of their own citizens as against the citizens of neigh- 
bouring States by reducing intrastate rates, and the companies 
were compelled in turn to re-redress the balance by levelling down 
interstate rates. 

Nor was it only in matters of rates that regulation was bur- 
densome. State Commissions in many cases interfered with the 
issue of new securities. A Company operating in ten States, 
proposing to raise new capital, found itself obliged to obtain con- 
sents from six of them. And as each State was apt to stipulate 
that a certain proportion of the capital should be spent within its 
own borders, a Company proposing to raise, say, $10,000,000 
might find that it had no power to do so except on condition cf 
being required to spend, say, a total of $12,000,000 in the six 
States. Or again, on other occasions, a Commission might delay 
its consent till the market had been missed, and the money had 
either to be raised on more onerous terms, or could not be raised 
at all; or again a State might prescribe that an issue should not 
be made except at a price at which the market refused to take the 
securities. 

Vexatious interference with ordinary management was equally 
common. Companies were ordered to stop through expresses at 
quite insignificant county towns; they were constrained to spend 
money on the erection of stations, not to meet traffic requirements, 
but to add to the architectural dignity of a city. The appliances 
they were to use and the methods they were to adopt in their 
daily operations were prescribed in detail by legislatures composed 
mainly of farmers.’ 

So long as the cost of material remained low and the standard 
of wages was not raised, the companies as a whole managed to 
carry on, though on more than one occasion companies, represent- 
ing something like 40,000 miles of line, were in a receiver’s hands 
at one time. But even the strongest companies found the margin 
between receipts and expenditure constantly shrinking, and 
became alarmed about their future. The pace at which new 

1 I was travelling in Texas some ten years ago on the line of a railway 
company then struggling to keep out of bankruptcy, but which has since 
succumbed. I found a new station in course of erection at a quite unimportant 
town. The walls of the waiting-room were being panelled with marble, and the 
cost of the station was estimated to be £60,000. When I expressed my astonish- 
ment at the extravagance, I was told that if the company did not do it volun- 
tarily the Commission would compel them. The engines of the same company 
were equipped with electric headlights. They were, on the whole, inferior, said 
the responsible officer, to oil lamps; but as the company’s lines were situated in 
several States. and one of them had a law requiring electric headlights, it was 


better to equip all the engines to the same standard. 
o 2 
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construction was undertaken slackened till it gradually almost 
wholly ceased. Not only did Boards of Directors hesitate to incur 
expenditure with scant prospect of an adequate commercial return, 
but the outside investor took fright, raised his terms, and finally 
refused altogether to buy ordinary stock. Such new money as had 
to be raised could only be raised by prior charges, and largely in 
the form of short-term loans. And in America, where traffic 
fluctuates from year to year and even from month to month to an 
extent unknown in older countries, financing through fixed obli- 
gations, especially short-term notes, which may fall due for re- 
newal at seasons of market stringency, is a dangerous policy. 

The United States is a big country, and no generalisation is 
true for the whole of it. Broadly speaking, the railways of the 
South West are chronically in or on the verge of bankruptcy; a 
good many of the great systems of the Central West and North 
West are prosperous; those of the South are poor and struggling ; 
while the Trunk lines in the Atlantic States, though not without 
numerous and in some cases important exceptions, have a long 
record for payment of steady and substantial dividends. 


III. 


In 1910, the railway companies first made a concerted effort 
to put up their rates all round. Joint applications to the Inter- 
state Commerce Commission were made by the Eastern and by 
the Western groups respectively. To an outside observer the need 
of the Eastern railways for increased net revenue seemed abun- 
dantly clear; that of the Western lines not so obvious. After 
exhaustive hearings the Commission refused both applications. 
They based their decision, that an increase of rates was not 
required, on the view that new net revenue was not needed, 
and on the expectation that neither wages nor cost of material 
would much advance; and they added that, if they were proved 
wrong, they would not hesitate to sanction reasonable increases. 
Three years later the Eastern companies renewed their application. 
In July, 1914, the Commission admitted that their earlier fore- 
cast had been mistaken, that costs had largely increased, and 
‘that the net operating income of the railroads taken as a whole 
was smaller than that demanded in the interests both of the 
general public and the railroads.’’ And on these premises the 
Commission based the conclusion that only a trifling increase of 
rates ought to be sanctioned. A few days later War broke out. 
There was panic in New York. Exchange went over $7 to £1. 
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Business was paralysed. And the need of the railroads—it may be 
remembered that patriotic citizens throughout the country were 
urged to “buy a bale of cotton” to avert a general collapse in the 
South—was profound. An emergency application was made to 
the Commission, and at long last sanction to a general 5 per cent. 
advance in rates was given. Again, in 1916 and 1917, insistant 
facts constrained the Commission to permit further advances of 
15 per cent. 

The War, which at the outset looked like depriving the 
American railroads of a large part of their business, had not lasted 
more than a few months before it began to bring them a volume of 
traffic wholly unprecedented. As every manufacturer knows, when 
new business piles in, when the plant is producing its maximum 
output, before costs begin to go up, and before new capital for in- 
crease of plant has to be raised somehow, profits are bound to be 
large. And so it proved with the American railways. Questions 
of finance sank in 1915 into the background. The urgent ques- 
tion was how to handle the enormous increase of traffic with a 
machine wholly inadequate for the work. The companies 
struggled with the situation to the best of their ability. But 
during the years 1915, 1916 and 1917 it got more and more beyond 
their control. Rolling stock was far short of requirements ; ter- 
minal accommodation at Atlantic coast points hopelessly inade- 
quate. Even had labour and material been available to increase 
them, the companies had neither sufficient money nor credit for the 
purpose. They were forbidden by the original Act to Regulate 
Commerce of 1887 to enter into pooling agreements. They were 
liable to prosecution under the Sherman Anti-Trust Act of 1890 
if they attempted to combine their resources. Still they struggled 
to perform impossibilities. In April 1917, a few days after the 
United States declared War, the companies, with the tacit ap- 
proval of the Federal authorities, constituted a Railway War 
Board to obtain the maximum concerted action possible. Urged 
by the same authorities, they cancelled passenger trains wholesale 
to make room for freight. And thereupon the Louisiana State 
Railroad Commission promptly imposed upon the Texas and 
Pacific Railroad, which had taken off nine branch passenger trains, 
a fine of $5000, with an additional $5000 for each day subsequent, 
for the “‘ arbitrary, wilful, deliberate and flagrant ’’ violation of the 
rule forbidding suspension of trains without leave of the Com- 
mission. 

Congress in August, 1916, had passed an Act authorising the 
President in time of War to take possession of the railroads. 
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And, in the closing days of 1917, the President acted upon this 
authority. He assumed possession of the railroads and appointed 
a Federal Director General with practically despotic powers. 
Departing from the English precedent, where the actual man- 
agement had been left undisturbed in the hands of the existing 
organisations, the new Director General, though the Government 
was required by Statute to return the railways to their owners at 
the latest within one year and nine months after the end of the 
War, forthwith decided to create a new Federal organisation and to 
manage the railways himself. He established a new administrative 
machine, recruited, as was inevitable, in the main from the old 
railway officials, but both geographically and hierarchically cutting 
across the organisation of the companies in every direction. So far 
as could be done at short notice, he re-arranged the whole vast 
railroad system on a consolidated instead of a competitive basis. 
He subjected non-essential traffic to a wholesale system of em- 
bargoes, and when he did carry it, sent it, regardless of traders’ 
instructions, over what route he pleased. He threw open the 
terminals of one company to the traffic of what had hitherto been 
its rival, and put all the rolling stock of the country into one com- 
mon pool. ‘Two other departures from English precedent deserve 
notice. During the War, our companies carried Government 
traffic free, no account being kept of its volume and no charge 
made. In America, all traffic was charged against the Department 
concerned, in order that full records, both of money earned and 
of traffic carried, might be maintained. We scrapped such scanty 
statistical information as had previously been compiled. In 
America, their ample statistics were not only continued but en- 
larged, and a special Statistical Department was established in 
charge of a Chief who duplicated the functions of a railway official 
and of a Harvard professor. 

With a stroke of his pen the Director General added nearly 
£100,000,000 to the wages bill, and with another he added 50 per 
cent. to every passenger fare, and 25 per cent. to every freight 
rate in the country. It was high time, for he estimated—and 
needless to say his estimate was largely exceeded—that the ex- 
penses for 1918 would exceed those for the year 1917 by a sum 
of between $166,000,000 and $192 ,000,000. 


ze. 


There is no need to enlarge further upon the history of Federal 
management during the 27 months that it continued. It was 
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not very successful. In the nature of things it could not be. 
Even though public opinion, backed by the War powers of the 
President, enabled the Director General to brush aside a whole 
mass of obstacles that had proved insuperable to the private 
management of the companies, his task was an impossible one. 
The physical machine was entirely inadequate for the work thrown 
upon it ; and it was impracticable in a few months, with labour un- 
attainable and materials and factories pre-empted for army sup- 
plies, to catch up the deficiencies that had been accumulating for 
a series of years. Expenses advanced by leaps and bounds. Cost 
of materials increased probably even faster than here in England. 
As for wages, though the percentage increase was less, the gross 
advance has been much greater than here. It is estimated that 
the average earnings per employee were in 1906, £118 per annum ; 
in 1917, £198, while to-day they are something like £300. Heroic 
efforts were made to make up the deficiencies in plant due to the 
enforced economies of previous years. In May, 1918, the Director 
General budgeted for a capital expenditure of £230,000,000. But 
it was found impossible to spend it, and only £40,000,000 was 
actually spent in the first half of 1918. 

A word must be said about the financial arrangements between 
tbe Federal Government and the companies. Broadly, it was 
on the same lines as that concluded here by the Treasury. But 
there were two main differences. Instead of a general agreement, 
covering all the companies and contained in eight lines of a letter, 
the American Government undertook to enter into a separate con- 
tract with each company ; and the contract was so detailed and so 
complicated that negotiations with a Committee of railway solicitors 
as to the general form of contract required nine months of cons- 
tant discussion, while in some cases the actual contracts them- 
selves with the individual companies have not yet been formally 
executed. Further, the standard of payment to the companies for 
the occupation of their property was based, not as with us on the 
earnings of a single year, but on the average of ‘‘ the test period ”’ 
from June 30, 1914, to June 30, 1917. There is a further dif- 
ference of which the importance is considerable. Here the agree- 
ment was made verbally at the time the railways were taken over 
and confirmed in writing within 48 hours. In America, the 
railroads were taken over on December 28, 1917, but authority to 
the President to contract for payment was only given by Statute 
on March 21st. The constitution provides that not even Presi- 
dent or Congress or both combined can take possession of property 
‘‘without due process of law,’’ which means ultimately on terms 
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approved by the Supreme Court. Theoretically, therefore, the 
companies were amply protected. But as a matter of practical fact 
the Government had possession of the properties; each company 
continued liable to its bondholders for interest payments as they fell 
due, month by month, and the companies had no revenues coming 
in to meet these debts. The Government had the whip hand; 
and in the last resort, if they were to avoid bankruptcy, the com- 
panies were compelled to accept the interpretation which the 
Director General, acting as judge in his own cause, might think 
fit to put upon any clause of the Statute under which the com- 
pensation was fixed. And railway companies in America have 
learned by long experience that, though they may sometimes 
get justice, they need never expect generosity from public 
authorities. 

The net sum payable to the companies under the various agree- 
ments is estimated to amount roughly to $950,000,000 per annum. 
It has proved impossible for the Federal Administration to earn 
this money except by a further steep increase of rates; and this 
further increase the Government, in spite of the protests of the 
companies, who looked forward with dismay to their position when 
the railways were handed back, has steadily refused to put in force. 
There was a deficit of £47,000,000 to be met from taxation in 
1918. For 1919 it is estimated that the deficit will be, in round 
figures, £100,000,000. And there is also to be met a deficit on 
the same scale for the two months to March Ist, 1920. 

To an outside observer it appears that on the whole the Federal 
Administration succeeded better than could have been expected. 
But a remarkable result has ensued. Till it was submitted to the 
test of practical experience, Government ownership and manage- 
ment had in the States not a few supporters. Since they have 
actually been tried, public opinion is quite overwhelmingly opposed. 
The Railway Unions are, there as well as here—officially at least— 
solid in its favour; and organised labour as a whole is on the side 
of the railway men. By every other class—farmers, traders, 
manufacturers, legislators, newspaper editors—condemnation is 
practically universal. Whether the railways would ever be handed 
back to their owners, was in the beginning of 1918 a very open 
question. By the end of the year, that they would be handed back 
was practically certain. The only questions were, how soon and 
on what terms. Suggestions of two successive Directors General 
—supported by strongly reasoned arguments—that Government 
management should be more thoroughly tried out during an ex- 
perimental period of five years, by the end of which a reversion to 
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normal conditions might be expected to have taken place, were 
brushed aside almost contemptuously by Congress. 


V. 


The Transportation Act, 1920, restoring the railroads to private 
ownership, was signed by the President on February 28th, and 
went into effect at midnight on the following day. Like its 
predecessor, the original Interstate Commerce Commission Act of 
1887, it is the result of a compromise between two schemes pro- 
posed by the House and the Senate respectively, which differed 
widely from each other in important particulars. Though the 
Act divests the Government of the control of the railways, it 
provides that control of the waterways and water transport shall 
be continued under the charge of the Secretary for War. Reluc- 
tance to relinquish the ploughing of so fruitful a field of what is 
commonly known as ‘‘ pork-barrel ’’ legislation may or may not 
have been the reason for this reservation. A series of transitory 
provisions deal with the conditions of re-transfer, including the 
winding up of accounts, the funding for ten years of Government 
advances, the continuance of the emergency rates and fares for 
six months and thereafter till altered by proper legal procedure, 
and the continuance of the guaranteed revenue for the same six 
months. For the purpose of providing for interim finance, a sum 
of £60,000,000 is placed at the disposal of the Interstate Commerce 
Commission to be employed in advances to the companies for 
capital purposes. 

The Senate Bill provided for compulsory arbitration and made 
a strike against an Award a penal offence. Naturally, the Unions 
opposed fiercely; and the House of Representatives refused to 
agree. In the result the scheme for settlement of disputes as to 
wages and working conditions as passed closely resembles that 
which has been introduced here by the Minister of Transport. 
Three stages of procedure are laid down. 

(1) All disputes are to be considered and, if possible, decided 
between representatives of the two sides. 

(2) Boards of Labour Adjustment may be established by 
agreement between any company, group of companies, or the 
companies as a whole on the one side, and any employees or em- 
ployees’ organisation or group of organisations on the other. Their 
jurisdiction, it will be observed, is merely permissive, and is con- 
fined to “disputes involving only grievances, rules or working 
conditions.”’ 

(3) The important body is the Railroad Labour Board. It 
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has nine members, appointed at a salary of £2000 a year each—a 
very high official salary for America—by the President, by and 
with the consent of the Senate. Three members each constitute 
respectively the ‘‘ labour group,’’ the ‘‘ management group,’’ and 
the ‘‘ public group.’’ The members of each of the two former 
groups are to be selected by the President from a list of six sub- 
mitted to him by the group interest to be represented. The 
members of the public group are selected by the President directly. 

The Labour Board has very wide powers. It decides appeals 
from the Adjustment Board ; and hears all disputes in reference to 
wages, with a special provision that, if the decision involves such 
an increase of wages as will be likely to necessitate a substantial 
readjustment of rates, the operation of the decision may be post- 
poned. The decision of the Board must be made by an absolute 
majority, and if it affects wages, at least one of the members of 
the public group must concur in the decision. The Board is 
required, not only to deal with the cases brought before it, but to 
carry on continuous investigation in reference to wages and hours 
and conditions of labour; and to gather, compile and publish data 
and information on such matters, for the benefit, not only of the 
Board, but of the public. The Board has power to subpoena wit- 
nesses, to compel the production of documents and to hear evidence 
on oath. Finally, the companies are forbidden for a period of six 
months to reduce any wages fixed during Federal control. 


During the long discussion which took place before the Com- 
mittees of both Houses, various schemes for administrative controj 
were put forward. The railroad companies proposed that there 
should be a new Cabinet officer, a Secretary for Transportation. 
The Senate Bill proposed to establish an independent Board of 
Transportation. Neither of these schemes have been accepted. 
In the Act as passed the whole control, executive, administrative, 
and, as we should say, judicial—though the Constitution of the 
United States refuses to recognise as judicial a body of mixed 
function—together with, in some cases, the functions of a public 
prosecutor, is centralised in the Interstate Commerce Commission. 
And to correspond to its greatly increased powers and duties the 
number of members is augmented and their salaries increased. 
It is impossible to enumerate their powers at length. They may 
be compared in scope and stringency to the powers exercised by 
the Government in France and in India, or to those given to our 
Minister of Transport in the temporary provisions of the Ministry 
of Transport Act rather than to the carefully restricted powers 
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exercised before the War by our Board of Trade and Railway Com- 
mission. No company may in future extend its railway, acquire 
a new railway, or obtain working powers over it, or abandon any 
line which it now works, without the consent of the Commission. 
The Commission may at any time order the Company at its own 
expense to provide safe and adequate facilities, and to extend its 
lines, subject to the condition that the expense must not be 
such as to impair the ability of the company to perform its duty 
to the public. Provided it does not interfere with the ability 
of a company to handle its own business, the Commission may at 
any time order one company to permit another to use its terminals. 
In times of emergency, of which the Commission is sole judge, it 
has power to suspend any rules, to divert traffic as it thinks proper 
to other routes and to order one company to supply rolling stock 
to another. 

The original Act of 1887 made pooling illegal; and the 
Sherman Act of 1890 practically forbade all agreements between 
companies, even in reference to the fixing of competitive rates, as 
being in restraint of trade. In future a company may lawfully 
pool traffic, and enter into agreements, even to the extent of sur- 
rendering the control of its line to another company, if and so 
far as permitted by the Commission. 

There has long been general agreement, not only among rail- 
way men, but in Congress and public opinion, that the whole of 
the railways of the United States should be consolidated into a 
limited number of large systems. The Senate Bill contained a 
scheme for compulsory consolidation into not less than twelve 
and not more than thirty systems. But public opinion has 
hitherto refused to go so far as to adopt the French system, where 
each company has exclusive control of its own district. The new 
Act instructs the Commission to formulate a plan for the con- 
solidation of the whole of the railways into a limited number of 
systems, tentative in the first instance, and then, after public 
hearings, definite; or the companies may on their own motion 
submit such plans for the Commission’s approval. “Under such 
plan competition shall be preserved as fully as possible, and wher- 
ever practicable the existing routes and channels of trade and 
commerce shall be maintained . . . so that the cost of transporta- 
tion . . . shall be the same as far as practicable . . . so that these 
systems can employ uniform rates in the movement of competitive 
traffic, and, under efficient management, earn substantially the 
same rate of return upon the value of their respective railway 
properties.”’ 
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It is one thing for Congress to pass legislation. It is quite 
another to carry it into effect. How effect can be given to the 
enactment as set out above, it passes the wit of man to conceive. 
Within the last few weeks the Supreme Court has administered 
a severe reprimand to the Commission for ‘‘ an unwitting assump- 
tion by the Commission of authority which it did not possess,”’ 
in refusing to carry out a statutory mandate on the ground that 
the Commission considered that it involved consideration of mat- 
ters ‘‘beyond the possibility of rational determination,” requiring 
“inadmissible assumptions,” and “implying an impossible hypo- 
thesis.’’ It is to be feared that in future years the Commission 
may inevitably expose itself to another and a similar reproof. 

Hitherto the Commission have only fixed maximum rates. It 
was open to any company to go below them and force its com- 
petitors to follow suit. Henceforward the Commission may fix, 
not only maximum, but minimum rates, or both, or if it thinks fit 
may fix the rate that shall actually be charged; and may also 
settle the apportionment of a through rate between the various 
companies whose lines compose the through route. To _pre- 
scribe the method in which and the machinery by which rates 
shall be fixed, is difficult enough. But the vital question which 
Congress had to settle was not one of machinery or method but 
of quantum : how are the railroads of the United States to be 
enabled henceforward to earn a living wage? That with a few 
exceptions they are not doing so at present is admitted on all 
hands. To take one instance, the Pennsylvania Railroad, which 
for fifty years past has paid a dividend of 6 per cent., last year 
actually earned only about one-fourth of its guaranteed net in- 
come ; and its shares, which were always regarded as a gilt edged 
investment, have fallen to a heavy discount. 

Broadly, the question for solution was this. Let it be granted 
that the railroad companies are entitled to a fair return, what is 
a fair return? And on what is the return to be calculated? 
Clearly on the value of the property devoted to the public service. 
What then is that property, and how is its value to be ascertained ? 
Finally, some companies are strong and rich, others weak and 
poor. If competition is to be maintained, rates must be the same 
by all routes. How then fix a rate which shall give no more than 
a fair return to the rich road, and yet enable the poor road—which, 
poor though it may be, is yet indispensable to that part of the 
public which it alone serves—to make a livelihood? The answer 
of the Statute to these riddles is an interesting combination of 
theory and what they call in America ‘‘horse sense.”’ 
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That a ‘‘ public utility ’’ company is not in the same position 
as an ordinary trading concern; that it is only entitled to a fair 
return on the capital actually devoted to the public service, is a 
principle deeply embedded in American legislation and jurispru- 
dence. And popular opinion—apparently influenced by the fact 
that in many States laws against usury, which forbid loans at a 
higher rate than 6 per cent., still remain on the Statute Book—has 
determined that 6 per cent. is normally the outside limit of a fair 
return. The fact that 6 per cent. was fixed in quite other cir- 
cumstances, as interest on a debt certain, and not as a maximum 
possible dividend on an investment, certainly speculative at the 
outset, and not likely to yield any profit during its first years, is 
quite ignored. The Courts, when called in to decide upon cases of 
compulsory purchase or of proposed reduction of charges, have 
sometimes held that a return of ‘‘ not less than 6 per cent. ’’ must 
be taken as a basis, as otherwise the constitutional prohibition of 
confiscation would be violated. The public have read ‘‘ 6 per 
cent.,’’ and have ignored the words ‘‘not less than.’’ The 
Transportation Act requires the Interstate Commerce Commission 
to fix, for an interim period of two years, such rates as will produce 
five and a half per cent. on the value of the property plus, if the 
Commission so think fit, an additional one-half per cent. to be 
devoted, not to dividends, but to improvements properly chargeable 
to capital but of a type not likely to be directly revenue earning. 
After two years, the Commission is left at large in the matter, and 
is instructed to permit the companies to earn such a reasonable 
return as, having regard to all the circumstances of the case and 
the need for attracting new capital to railway enterprise, it may 
think proper. If, however, in the result, any company earns 
above 6 per cent. on the value of its property, one-half the excess 
is to become the property of the Government and form a fund to 
be administered by the Commission for general railway purposes. 

The constitutionality of this provision is challenged by the 
officers of some of the prosperous roads. They argue that rates 
fixed by the Commission acting under statutory authority must 
be conclusively presumed to be reasonable rates; that the net 
revenue earned by carrying traffic at reasonable rates is the lawful 
property of the carrying company; and that it is beyond the 
powers of Congress to deprive the shareholders of that which is 
their lawful property. That this question will be fought right up 
to the Supreme Court is certain, but in all probability it will be 
a long time before a decision is finally reached. 

It is to be observed that, while a maximum return is fixed for 
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the strong companies, there is no corresponding minimum 
guarantee to the weak. The rates may be fixed by the Com- 
mission at their discretion for the whole country or for such 
territorial groups as it may choose to constitute. If, however, 
five and a half per cent. or six per cent. or any other figure is fixed 
as a fair return for the railroads of the whole country or of a 
district, by as much as the rich railroads go above the average, 
by just so much must the poor companies fall below it. The 
result of this legislation would seem to be that it will be impossible 
for the poor roads, which are more likely to be backward in 
facilities than their rich neighbours, to raise new capital on an 
adequate scale. Presumably the effect will be that, as soon as 
the situation is stabilised, and it becomes reasonably clear what 
the value of the poor lines cn a revenue basis is, they will be 
constrained to sell out on this basis to their richer neighbours. 
The “fair return” is to be on the “aggregate value of the 
property held and used in the service of transportation.”’ 
What that value is nobody knows at this moment within billions 
of dollars. There are two things involved, an inventory of the 
property devoted to public use, and a settlement of the principles 
upon which the property when inventoried is to be valued. Is it 
to be valued, to mention one or two of the broadest questions, at 
what it cost to produce originally ; at what it would cost to produce 
to-day ; or at what it is worth as a revenue earning machine? As 
long ago as 1913, Congress passed a law requiring the Commission 
to inventory in detail each piece of railway property, setting 
out separately ‘‘the original cost, the cost of reproduction new, and 
the cost of reproduction less depreciation,’’ to give an analysis of 
the methods by which these several costs are obtained and the 
reason for their difference, if any ; and to report separately the other 
values and elements of value, if any, of the property. The Com- 
mission is likewise required to investigate and report on the whole 
history of each company, especially from the point of view of 
finance and operating receipts and expenditure. This process 
of valuation has been going on for the last seven years at a cost 
of many millions of dollars to the Federal Government, and an 
even larger sum to the railroad companies; and so far as concerns 
the physical valuation of the property as originally brought into 
existence is now nearly completed. But even when completed, 
this is only the first and the easiest stage. It is only a matter 
of infinite pains, provided the records are still in existence, to 
ascertain what it cost to produce the original line of say, the 
Illinois Central in the fifties, and what percentage increase should 
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be made for the heavier rails introduced since, or what percentage 
decrease for the fact that a certain number of sleepers have lived 
out their allotted span and are due for replacement this summer. 
But to estimate what it would cost to reproduce the Illinois Central 
to-day is quite another matter. And when it comes to other ele- 
ments of value, imagination boggles at the task of estimating the 
value to the Illinois Central shareholders of the fact that Chicago 
has grown from a village to a town of two million inhabitants, and 
that the tendency of modern export trade from the Missisippi 
Valley to Europe is to seek an outlet at New Orleans rather than 
through Atlantic Coast ports. One can hardly imagine that the 
Commission will be able to reach conclusions on so vast a subject 
for a good many years to come. And even when they have, the 
matter will be far from settled, for it will be open to the com- 
panies to appeal on innumerable points to the Courts, and they 
will evidently not be content, where decisions go against them, 
with anything short of the judgment of the Supreme Court. 

On the whole, it will be a very long while before the Com- 
mission will be able to base the rates which they authorise on 
the fair value of the property as ascertained under the Valuation 
Act. Possibly, by the time this value is ascertained finally, if 
it ever is, the American public may have learned to doubt 
whether the theory that rates should be fixed on physical value is 
from the economic point of view the last word on the question. 
It may, perhaps, prove equally important to look at the other side 
of the shield and to regard the value of a railroad as based upon 
the rates actually charged and legally or commercially chargeable, 
and the traffic, actual or potential, available for carriage. 

Meanwhile, the Commission is instructed to ascertain fair 
value in another way. The companies under the form of 
accounts required by the Commission have what is called their 
“property investment account.” Since 1907, during which period 
something like one-third of the total railway capital has been 
invested, this account has been closely supervised by the Commis- 
sion; and this one-third therefore may be assumed to represent 
accurately the precise amount of cash properly spent for capital 
purposes. Before 1907, the accounting methods in vogue showed 
what was then called “cost of road and equipment” as the equi- 
valent of the nominal capital issued. Whether this amount was 
greater or less than the cash actually invested, no man can tell. 
Hundreds of millions of dollars of shares were originally issued 
as bonuses to promoters or purchasers of bonds. Since then, 
hundreds of millions of nominal capital, much of it representing 








194 THE ECONOMIC JOURNAL [JUNE 


actual cash investment, have been wiped out by sales under 
foreclosure or otherwise. Accordingly, during the two years 
beginning March 1st, 1920, the Commission is instructed, in 
ascertaining the aggregate value of the property, “‘ to utilise the 
results of its investigation under the Valuation Act in so far as 
deemed by it available,’’ but at the same time to give ‘‘due con- 
sideration to all the elements of value recognised by the law of 
the land for rate-making purposes,’ and to give “to the 
property investment account of the companies only that con- 
sideration which under such law it is entitled to in establishing 
values for rate-making purposes.’’ It is to be observed, how- 
ever, (1) that the law of the land has by no means clearly laid 
down what are the precise elements of value to be taken into con- 
sideration ; (2) that still less has it attempted to quantitate these 
several elements. It may be added that the words “‘ values for 
rate-making purposes” are apparently introduced in order to 
determine—as far as Congress has jurisdiction to determine—as 
against the railroads, a long-standing controversy between distin- 
guished authorities on the question whether a property can 
have one value for rate-making purposes, and another and 
different value when it is a question of fixing the price to be paid 
for the property on a compulsory sale. 

The Commission is given the most absolute control over all 
accounts, records and memoranda of every kind kept by the com- 
panies. It is to define the classes of property for which depre- 
ciation is to be provided out of income, and to order such per- 
centage of depreciation, as it thinks fit to fix in respect of each 
class, to be charged against the operating income of the company. 
The Commission is to have at all times access to all documents or 
correspondence now or hereafter existing. The companies may not 
destroy these documents without the consent of the Commission, 
which has power at any time to send examiners to inspect them. 
Further, the companies are forbidden to keep any accounts, 
records or memoranda of any kind except such as the Commission 
prescribes or approves. This last provision is obviously inserted 
lest the former custom of keeping private records in which secret 
rebate accounts were entered should revive. 

State regulation of railway securities is finally brought to an 
end. No company may in future issue capital, either shares or 
bonds, except for short term notes to a very limited amount, with- 
out the authority of the Commission, which is required to satisfy 
itself that the issue is for a proper purpose, reasonably necessary 
for such purpose, and to be made on proper terms and conditions. 
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Provision is made for notification to the authorities of each State 
in which the company operates, and for their representations 
being heard before the application is granted. 

The Act concludes by declaring it to be the policy of Congress 
to promote, encourage, and develop water transportation, and 
that it shall be the duty of the Secretary of War to investigate 
appropriate types of boats and the subject of water terminals 
both for local traffic and for traffic exchanged with railways; to 
advise and co-operate with communities, cities and towns; to 
determine whether waterways are being fully utilised and mect- 
ing the demands of traffic; and to compile, publish and distri- 
bute useful statistics, data and information on the subject. 

We may summarise the main features of the Act as follows. 
There is established stringent control, alike in respect of finance, 
new construction, operation, and rates, over a system of more 
than 250,000 miles of railway, in the hands of a single body, of 
eleven members, forming a Board, wholly independent of the 
President and his Ministers, having no direct responsibility to 
Congress except in so far as Congress votes their salaries and can 
at any time alter their position by new legislation. Congress has 
laid down for the guidance of the Commission general principles 
on certain points. The railroads are to be consolidated into some 
twenty great systems; each system is to remain independent and 
competitive, except so far as the Commission may permit pooling ; 
the rates chargeable are to be such as will produce a fair return 
on railway property as a whole ; but from the fact that these rates 
will produce more than a fair return for some railroads, neces- 
sarily they will produce less than a fair return for others. 

How the scheme will work remains to be seen. It may be 
doubted whether any eleven men could carry the burden that has 
been imposed upon them. The readiness of the best American 
citizens to work for their Government at the ridiculously dispro- 
portionate salaries which tradition enjoins is well known. But 
in the long run it must be difficult to obtain men, strong and wise 
enough to control a group of railway presidents, in return for 
salaries one sixth or one eighth of those which these presidents 
themselves receive. It is to be hoped that they will be found. 
That the greatest railway system in the world should come to 
State ownership, not because the people want it, but because 
Congress dare not vote a few hundred thousand dollars for 


adequate salaries, would be an anti-climax. 
W. M. AcworrH 


No. 118.—vor. xxx. P 








THE BELGIAN EXCHANGE SINCE THE WAR 


BeroreE the war the question of foreign exchange was already 
a subject for lively discussion in Belgium. The rise of exchange 
rates on Paris above the specie point was then causing anxiety, 
not altogether without reason. This rise was resulting in a 
constant drain of five-franc pieces and even of other silver coins 
from Belgium into France, and the National Bank, which for 
various reasohs was not inclined to raise its rate of discount, was 
obliged to buy back this money in order to place it in the coffers 
of the Bank, from which it began to flow out once again towards 
France. In order to repurchase divisional coin in Paris, the 
Bank naturally had to obtain exchange; the purchases which 
the Bank proceeded to make on the exchange market tended, of 
course, to raise the rate, and perpetuated the adverse financial 
balance by depriving the exports of currency of their regulating 
effect. 

Theoretically the problem was of great interest and gave rise 
to endless controversies. But from the practical point of view 
the drain of five-franc pieces was certainly not very serious. In 
comparison with the present state of affairs, the situation at that 
time was as the disappointment of a child to an abiding sorrow. 

On August 4th, 1914, the German Army invaded Belgian 
territory in defiance of a plighted faith. This aggression was 
destined to bring financial and monetary disturbance in its train. 
Even before the actual outbreak of war bank depositors and holders 
of banknotes had fallen into a panic. On the evening of August 3rd, 
when the German ultimatum was received, the Government pro- 
claimed the enforced circulation of banknotes and a moratorium 
for bank deposits, withdrawals being limited to 1,000 francs a 
fortnight for each depositor. 

In normal times the Belgian Government cannot discount 
with the National Bank more than 20 million francs’ worth of 
Treasury Bonds at a time. This wise precaution, embodied in the 
Statutes of the Bank (Art. 23), had to be abandoned under the 
pressure of a sudden crisis. Yet the advances of the Bank to the 
State did not attain to a high figure. Before long the greater 
part of the country was occupied by the enemy; the Government 
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took refuge abroad, where it lived on credits granted by its 
greater Allies. 

Once they were installed in Brussels, the Germans were not 
slow to modify the system of note issue on the pretext that the 
reserves of the National Bank had been shipped, to London by 
the Belgian Government. On December 22nd, 1914, Cavalry- 
General von Bissing, whom the Emperor had appointed Governor- 
General of our country, transferred to the Société Générale de 
selgique the right to issue notes, or rather, compelled this 
important financial institution to put into circulation inconvertible 
notes, mainly in order to advance to the Belgian provinces the 
amount of the heavy war contributions which he had imposed 
upon them. 

Moreover, immediately on entering Belgium, the invaders had 
enforced the circulation of marks at the rate of 1.25 franc, a rate 
which is slightly higher than the mint parity of 1.2345 franc. As 
the period of occupation was prolonged, the country became 
flooded with German notes; each year the flood became more 
formidable on account of the increasing depreciation in the value 
of this paper money. Experience has proved many times over 
that the depreciation of paper money proceeds at an ever 
accelerating pace. 

At last in 1918 the country was liberated. Before even the 
greater part of the territory had been reconquered, the Govern- 
ment decided to redeem in national currency the marks: which 
were circulating in Belgium. The Government acted on the 
conviction that a conquered Germany would be required to repay 
this currency debt before all others. The event proved that this 
was an illusion.! 

It is true that a loan (called “de la Restauration Monétaire ”’) 
was issued at once, and that subscribers received Treasury Bonds 
on payment of three-quarters of their subscription in marks and 
one-quarter in Belgian notes. But, in spite of this loan, an 
enormous number of German notes remained in circulation. They 
were exchanged at the rate of 1.25 franc, and the National Bank 
was for this reason obliged to make an advance of 5,800,000,000 
francs to the State. This advance was represented partly by an 
increase in current accounts (deposits at sight), but more par- 
ticularly by an increase in the total note circulation, which rose 

1 A convention has however been concluded, since th» signature of peace, 
between the Belgian and the German Governments, under which the latter 
undertakes to take back the marks in exchange for Treasury bonds of graduated 


maturities, and to pay interest and to cover (except fora sum of 600 million 


marks) the loss on exchange. 
Pr 2 
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to more than 4} milliards of francs.! It is to this operation of 
redeeming the marks that monetary inflation in Belgium is really 
attributable. Such inflation is, beyond all question, a relic of 
foreign domination. 

During the period of German occupation the Belgian franc 
had been artificially associated with the mark. But measures of 
constraint are notoriously ineffective in currency matters. In 
fact, Belgian paper had ceased to circulate. All payments were 
made in marks. When the German Government compelled the 
Société Générale to provide Belgian francs and then put them in 
circulation, these francs disappeared as fast as they were issued. 
There was even a sentimental preference for the old notes of the 
National Bank. Since all quotations were forbidden, it is 
impossible to give even an approximately correct statement of the 
premium paid for them, nor indeed can the premium on gold and 
silver coin be ascertained. It is asserted that the Germans 
attempted to buy up coins through the intermediary of agents, 
whom they suborned in order to avoid the refusal which they 
would have met with if they had openly offered to bid for coin. 
It is not likely that by this means they obtained any appreciable 
quantity. 

Abroad, and notably in Holland, the two kinds of national 
banknotes were quoted at slightly different rates, since the 
Government at Havre refused to recognise the notes of the Société 
Générale, in order not to play into the hands of the enemy. The 
notes of the National Bank were subject to some depreciation in 
relation to the florin; they were assimilated to the currencies of 
the Entente Powers. 

After the Armistice, regular exchanges were gradually estab- 
lished, naturally not without some depreciation. This deprecia- 
tion was at first inconsiderable, but has been continuously 
aggravated ever since. 

There is nothing peculiar in this depreciation of the Belgian 
franc. It is essentially similar to that of the French france and 
even to that of the Italian lira. Italy is showing us the way by 
being the first to take the downward path; France follows at a cer- 
tain distance, and we follow on the heels of France. There are, of 
course, others, scouting well in advance of Italy, and much more 
recklessly ; I do not mention them because it is not to be supposed 
that we shall follow their lead. 

1 This includes the notes of the Société Générale. In reality the Société 
Générale did no more than lend its name tothe issue. It should be stated that 


on the 30th June, 1914, the fiduciary circulation amounted in round figures to 
1 milliard francs. 
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The facts are only too familiar : all European countries which 
took part in the war—victorious nations, conquered nations, 
liberated nations alike—are a prey to the same disease, however 
great may be the differences in each case of its intensity and 
curability. 

The same causes of depreciation are to be found everywhere. 
They are well known; but it will be useful to state them precisely 
as regards the special case of Belgium. First, the balance of 
import and export is completely upset, and this is so for the 
following reasons. Imports of foodstuffs are exceptionally large 
and costly. They are, moreover, an item which has very little 
elasticity. To the same category belong imports of machinery 
and raw materials, which attain to abnormal proportions and are 
paid for at extraordinarily high prices on account of the urgency 
of reconstruction and the fever to work which has taken hold 
of Europe, and particularly of Belgium. 

At the same time Belgium is rapidly exhausting—at the rate 
of several million francs a day—her stocks of foreign securities. 
It is, in fact, extremely profitable to export them. But the 
amount which remains available is continually diminishing, and 
our resources in exchange are consequently on the decline, as 
well as the revenue derived from these foreign investments which, 
before the war, enabled us to pay for the excess of imports over 
exports. 

It is true that since the liberation of the country our exports 
have been increasing month by month; but, in order to appreciate 
the real position of our foreign trade, the table on p. 200 should 
be studied. 

What conclusions can be drawn from these figures? 

In the month of October, 1919, the total exports amounted, 
in round figures, to 355 million franes; in March, 1920, they were 
valued at 686 millions, an increase of 96 per cent. During the 
same period the total imports rose from 593 millions to 1,062 
millions, an increase of 77 per cent. in five months. Although 
exports show a percentage increase which is higher than that of 
imports—a fact which promises well for the future—the difference 
between the two aggregates increases. In October, 1919, the 
excess of imports over exports was 238 millions; in March, 1920, 
it was 376 millions, an increase of 138 millions in the monthly 
deficit. If the aggregate value of imports continued to increase 
by 77 per cent., and that of exports by 96 per cent., every five 
months, the excess of the former over the latter would also con- 
tinue to increase, and would amount, for example, in June, 1921, 











200 THE ECONOMIC JOURNAL [JUNE 


to a sum of 694,500,000 francs. But this method of reasoning 
would be fallacious, for we must expect an appreciable decline 
in the rate of increase for imports, especially of raw materials and 
foodstuffs. These latter have already begun to decrease notice- 
ably. None the less, it is, unfortunately, certain that our trade 
balance shows a more serious deficit in 1920 than in 1919, and 


FOREIGN TRADE OF BELGIUM.! 


Francs (000s omitted). 


IL. U. ~—sOdLL. IV. V. 





Raw | 
Material | Midis Gold and 
Live Food and or semi- cs Wael Silver 
Month. | Stock. Drink. manu- | factured Coin and Total. 
| Goods. : 
factured Bullion. 
goods. 
1919. IMPORTS. 
October ...| 16,129 130,473 280,608 165,995 693 | 593,898 
November .. 15,269 | 183,824 262,315 169,904 285 631,597 
December ...| 26,471 | 265,359 341,991 202,404 | 297 | 836,522 
1920. 
January wa! 24,472 142,121 | 428,652 224,211 710 820,166 
February ...| 10,831 195,772 462,713 235,467 637 905,420 
March ... .. | 25,562 178,781 | 539,042 318,684 194 1,062,263 
1919. Exports. 
October... “el 651 89,318 , 124,362 139,042 2,946 , 355,869 
November ait 537 = = 79,0386 | 134,004 159,760 | 1,831 | 375,168 
December i 878 | 63,420 | 195,659 233,769 | 67 | 493,793 
1920. 
January es 459 42,312 | 193,178 211,593 | 664 448,206 
February ott 608 47,941 | 255,513 | 286,720 | 2,289 | 593,071 
March ... ees 688 43,635 | 304,981 336,789 | “= 686,093 


1 The statistics prior to October, 1919, are incomplete, and it is preferable 
not to take them into account. It must also be stated that the figures in the 
above table are not definitive; but the modifications to which they might be 
subject are in all cases unimportant. 


that the monthly load to be carried on this account by the Belgian 
exchange has been increased by 100 million francs. Future 
prospects are brighter; but in the meantime the present position 
is all the more critical. 

The influence of foreign travellers in Belgium since the 
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Armistice is of quite trifling importance from the point of view 
of exchange, and is probably more than counterbalanced by the 
influence of Belgian travellers abroad. The situation may, how- 
ever, be modified in this respect before very long. The coming 
summer is expected to bring a great influx of foreign tourists. 

There remains the question of foreign credits. This is a 
delicate and serious question, which occasioned painful dis- 
appointment in Belgium when the country was at last delivered 
from the long period of economic paralysis caused by the enemy 
occupation. 

At the outset, it must be admitted, we obtained advances 
which were not inconsiderable in amount ; but we were not given 
freedom to use, in whatever market we might choose, such sums 
as were placed at our disposal. We had need of “free exchange,” 
but the lending countries demanded that the amounts advanced 
should be used for the purchase of goods produced on their own 
soil by means of the raw materials which they could draw from 
it. Or at least they intended that, if the goods in question were 
manufactured in their own country by means of material of 
foreign origin, the value of those goods should be attributable 
mainly to the labour of their nationals which contributed to the 
making of them. 

Belgium obtained, in these circumstances, a credit of 
£9,000,000 from the British Government, a credit of £4,000,000 
granted by a syndicate of the principal banks in London, and 
an advance of $50,000,000 provided by an important group of 
American banks. The Exchange Committee, of which more 
later, was entrusted with the task of controlling the use of the 
exchange so obtained, subject to the observance of the conditions 
on which the advances had been made. 

Belgium had indulged in the illusory hope that it would quickly 
prove possible to restore the exchanges to par; but once the 
credits were exhausted the situation went from bad to worse. The 
lending countries, harassed by the demands of the whole of 
Continental Europe, began to tire, and even to lose confidence. 
If Belgium alone had been hard hit by the calamities of the war, 
there can be no doubt that the assistance afforded to her would 
have been far more considerable and far more efficacious. 

When help from abroad began to fail us, it was inevitable that 
the want of equilibrium in our trade balance should be manifested 
by a rise in exchange rates and in all internal prices. It must 
be. admitted that an excess of credits would have been dangerous, 
in that the Belgian people would have been encouraged to believe 
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that its former prosperity had already returned. There might 
have been some inducement to import unnecessarily, and exports 
would have lacked the stimulus—quite temporary though it be 
—of a rising exchange. But credits distributed with discrimina- 
tion, enabling the country to lay in stocks of raw materials and 
foodstuffs at reasonable prices, would have hastened economic 
restoration without blunting the energies of a people which, after 
all, is little inclined to far niente. 

However that may be, the present situation has not dis- 
couraged producers in Belgium. They are working with vigour 
and determination, in spite of the fact that the instability of 
prices makes all their operations unusually precarious, raising 
many difficulties in the conclusion of contracts and giving rise 
to continual disputes with the workers. 

We have not yet considered, among the causes of the deprecia- 
tion of Belgian francs, the influence of currency inflation. In 
the Times newspaper of April 19th, 1920, the following passage 
occurs: “If the Belgian Government, in order to finance its 
requirements, issues, say, 500,000,000 francs of paper money, 
thus inflating purchasing power and increasing the demand for 
goods, the value of the whole of her currency is proportionately 
reduced, and the parity will be shifted to another figure.” In 
reality this is a purely hypothetical case, for the Government, 
far from increasing inflation, has successfully attempted to reduce 
it by the repayment, as a first instalment, of 300 million francs 
on account of the debt of the State to the Bank. If, in spite of 
this repayment, the note circulation has been increased by about 
300 millions since the redemption of the German marks (which 
was completed on June 30th, 1919), the reason is that the Bank 
has extended the scope of its credit operations. Moreover, the 
real monetary situation is best seen if the value of deposits at 
sight is added to the amount of the note circulation. The fact is 
that since June 30th, 1919, the aggregate amount of these two 
kinds of obligation taken together has remained at about 
7,200,000,000 francs. 

It was necessary to draw attention to these facts in order that 
the reader might not imagine that the Belgian Government is 
making use of the printing press in order to meet a portion of 
its expenditure. ‘Taxation and borrowing are the only resources 
of the Treasury. 

But there can be no disputing the fact that the redemption 
of German marks by Belgian notes has perpetuated the inflation 
created in Belgium by the Germans. During the occupation this 
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inflation could not influence the exchanges because, on account 
of the blockade and the state of war, Belgium had, practically 
speaking, no economic relations with the rest of the world. But 
after the liberation of the country these relations were gradually 
re-established. Thanks to the extreme shortage of commodities 
and the excessive abundance of paper money, Belgium was at 
that time a country with an exceptionally high price-level. 
Purchases were immediately made abroad, especially in Paris, 
to meet the pressing needs of the population. It must not be 
forgotten that foreign purchases would have been made even if 
the circulation had not been excessive. Would such purchases 
have been on a very much smaller scale? It is scarcely probable. 
It must be supposed that large credits would have been opened 
in order to provide the population, in its great need, with the 
purchasing power which it lacked. Or, rather, the banks would 
have given credit to all those who could provide security, and the 
Government would have had to make gratuitous distributions— 
as, indeed, it did—to those who were without means and without 
work. Such credits would not have been possible, however, 
without an increase in the circulation of paper money. 

The extreme shortage of commodities has therefore exercised 
a much more powerful influence on the exchanges than any 
excessive abundance of banknotes. But if the German marks had 
been replaced, not by banknotes, but by Treasury Bonds with a 
maturity of several years, it is certain that purchases of more or 
less superfluous foreign produce would have been far smaller, 
more especially as the internal price-level would have been appre- 
ciably lower. It would therefore be a mistake to regard inflation 
as having contributed nothing to the depreciation of Belgian 
francs abroad; but it would be an exaggeration to pretend that 
it was the chief cause. 

Another point which deserves to be examined is the close 
connection between French and Belgian francs in exchange. 
This connection existed in the past, but was attributed mainly to 
the unified currency system adopted by the two countries in 1865 
at the foundation of the Latin Union. At the present time, 
although the French and Belgian currency units continue to bear 
the same name of “franc,” they are, in fact, different. If, there- 
fore, the two exchanges still do not diverge considerably, the 
reason must be sought elsewhere. 

The first reason is obviously that we are suffering from iden- 
tical evils, and particularly from a serious deficiency of exports. 
But there is a second reason which it is interesting to establish : 
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it is the multiplicity and the intimacy of Franco-Belgian 
economic relations. It would take too long to enumerate them 
in detail. It must suffice to say that these relations are not only 
of the commercial order, but are also financial. The two coun- 
tries have common interests in every sphere, and this gives rise 
to a connection between their exchanges which, without being 
absolute, is certainly very close. 

From this it follows that the rehabilitation of Belgian exchange 
would seem to depend to some extent upon the rehabilitation of 
French exchange. Arbitrage, which, though controlled, as we 
shall presently see, is not prevented from performing its proper 
function, enables the French banks to buy English, American, 
or Dutch bills in Belgium, if they think it is to their advantage, 
at the expense of a slight rise in the Paris price for bills on 
Brussels. It should be remembered here that the far greater 
importance of the Paris market, without absolutely dominating 
the Belgian centres, does exercise upon them a powerful influence 
which is certainly not reciprocal. Before the war this was not 
the case to the same extent, on account of the various commercial 
and financial relations of Belgium with Germany, which are now 
reduced to insignificant proportions. The influence of the London 
market, it must be admitted, is still considerable; but it is 
effective in the same direction towards Brussels as towards Paris, 
and therefore does not counteract the influence of Paris on 
Brussels. 

The interdependence of the French and Belgian exchanges has 
not, however, prevented the existence of a premium of from 6 to 
7 per cent. in Belgian currency in Paris. The reason for this 
premium is said to be that we supply France with coal, sugar, 
cement, plate glass, and even labour.’ It is also connected with 
the existing regulations which govern the exchange market in 
Brussels, and it will be useful to consider these regulations here. 

When the Allied armies entered victorious into Belgium, an 
intense desire for liberty took hold of the whole country. The 
Germans had overwhelmed it with vexatious and hateful regula- 
tions. The most trifling things were forbidden or required to be 
previously authorised. The measures of repression were merci- 
less. A single instance may be quoted, but it is typical: the 
city and suburbs of Brussels were surrounded by military piquets 
whose duty it was to prevent potatoes and butter from being 


' We refer to the many Belgian workmen who go to work in France but who 
come back to their own country daily or periodically, and bring with them a, 
large proportion of their earnings. 
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brought into the town. Smugglers—if they can be so called— 
were hunted like game. I was personally present at a drive with 
guns in the forest of T'ervueren. One does not forget such 
things. 

When the Germans had gone the cry was for liberty. It 
would have been useless to attempt any regulation of the 
exchanges at that time. Everyone would have exclaimed: “It 
is the Boche régime all over again!” A plan for the creation of 
an Exchange Office, elaborated at Havre before the return of the 
Government, was therefore abandoned. 

But after a few months it became clear that measures of some 
kind were, after all, indispensable, as the situation was becoming 
so threatening. Moreover, credits had been obtained abroad, as 
we have mentioned already, and it was necessary that they should 
be judiciously distributed. 

By Order in Council of March 28th, 1919, the exportation of 
funds, securities, and coupons was consequently prohibited, as 
was also the sale of securities in Belgium for foreign account, 
unless the proceeds were reinvested in Belgian securities, or the 
securities themselves had been imported before the war. The 
Decree also set up an Exchange Committee, in which the non- 
official element (bankers, manufacturers, and merchants) was 
predominant, but at the same time including representatives of 
the different public departments concerned. Its function was two- 
fold. It was to apply to the needs of economic reconstruction 
such foreign credits as had been placed at the disposal of the 
Government. For this purpose it examined the requests for 
exchange which were submitted to it, and rejected those which 
did not appear to be connected with the work of reconstruction, 
thereby relegating them to the free market. In the second place 
the Committee was called upon to give its opinion about the 
special permissions given for the export of capital (securities, 
coupons, banknotes, or coin), which the Government had reserved 
to itself the right to grant in exceptional circumstances. 

The Exchange Committee exercised its functions regularly for 
several months. But, later on, its activity was gradually 
diminished until at last, in the course of the summer of 1919, it 
quietly expired. Until the end of the year the market was left 
entirely to itself. During that time rates were rising, and towards 
the end of January they spurted violently upwards. Industry and 
commerce were complaining of the increasing costliness of 
imported raw materials; the cost of living was rising higher and 
higher, provoking strike after strike in the public services. The 
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expenses of provisioning the country were becoming daily a more 
onerous charge upon the public purse. 

This was the moment at which the Government judged it 
necessary to intervene energetically. On January 30th a decree 
was published establishing a strict control over exchange opera- 
tions. All traffic in bills and currencies was forbidden, except 
such as was occasioned by genuine commercial transactions. 
Bankers, exchange brokers, and all other persons operating in 
foreign exchange were required to keep a register—similar to that 
which has been obligatory in France since July 17th, 1917—in 
which all transactions involving exchange were to be recorded, 
including sales of Belgian francs abroad. Heavy penalties were 
provided for breaches of these regulations. Finally, the Exchange 
Committee was superseded by a Commission consisting of four 
members nominated by the Government and two members 
nominated by the National Bank. The majority on this new 
body, therefore, no longer belongs to the business world, but 
applies itself in a far more rigorous and systematic spirit to the 
administration of the regulations, which themselves have been 
made more strict. ‘The reason for this is that in the more serious 
conditions of to-day the most energetic measures are required. 

It would be premature to attempt to form any estimate of the 
results obtained, seeing that the Commission only took up its 
duties on February 9th and that the registers of transactions have 
only been regularly kept since March 4th. Control cannot be 
instituted effectively at a moment’s notice. : 

But we may perhaps be permitted to say something of what 
we anticipate will be the ultimate effect of the measures taken. 
In this connection it is necessary to emphasise the fact that those 
measures only apply to one of the elements that exercise an 
influence on exchange rates, namely, the international movement 
of capital. If the trade balance, in the strict sense of the term, 
remains unfavourable—and this it cannot fail to do for some 
time to come—it will be difficult to effect any considerable 
improvement in the situation merely by forbidding the transfer 
of Belgian capital to foreign countries. This is not to say that in 
the absence of such a prohibition the rise in exchange rates would 
not be greater still. But if credits were granted to us on a 
generous scale, if travellers were to flock to Belgium, if exports 
were to develop more quickly than one dares to hope, and if the 
harvest were unusually abundant, the measures taken by way of 
official control would tend to hasten the relapse in rates. How- 
ever, it would not be possible to attribute to such measures the 
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predominant part. ‘he experiment which has been made in 
France since 1917 demonstrates that the Paris Exchange Com- 
mission has been unable to prevent a progressive aggravation of 
the crisis. 

In these circumstances, would not a return to freedom be 
preferable? I think not, for two reasons. In the first place, 
control enables the struggle against speculation to be carried on 
with some chances of success, at any rate as regards speculation 
in Belgium itself. All purchases and sales of foreign currency 
must, in fact, be entered in the exchange registers. These opera- 
tions can only be concluded either on presentation of the relative 
documents (7.e., the invoices), which are then cancelled by 
affixing a seal, or when they have been expressly authorised by 
the Exchange Commission. In these circumstances it is possible 
to track down the purchases and sales effected for pure specula- 
tion.1 We know for a fact that a number of banker’s clients 
who were operating on a large scale in foreign exchange before 
the introduction of exchange registers have discontinued their 
operations. This is a direct result of the measures which have 
been taken. Thanks to the register, it will also be possible to 
discover whether the market for sterling, dollars, and florins has 
not been manipulated with a view to a corner, and it will be 
possible to defeat such manoeuvres. 

In the second place, the control is intended to prevent the 
exportation of capital for deposit or investment abroad. Applica- 
tions to be allowed to export capital are, in fact, numerous and 
important, and permission is generally refused.* In order to re- 
enforce these measures of restriction, arbitrage in bearer securities 
has been forbidden, and an open forward position is only allowed 
in the case of securities which are not quoted both on the Brussels 
and on the Paris market, unless Brussels happens to be the prin- 
cipal market and there is no fear of any considerable secret im- 
portation of securities in the ownership of foreigners. 

No doubt, the regulations are evaded: but the threat of 


1 Forward deals are not forbidden when they are intended for the settlement 
of genuine commercial transactions. They are at present carried out in Antwerp 
without difficulty. : 

2 The Commission does however authorise the export cf capital in certain 
cases, as for subscription to increases in the capital of foreign undertakings or 
for the remittance abroad of income derived from securities deposited in Belgium 
by foreigners. The Commission also allows the sale abroad of foreign coupons 
and securities, providing the resulting exchange is made available to Belgium. 
Finally, it approaches in a liberal spirit all cases in which the economic interests 
of the country are concerned in other ways than in connection with the course of 
the exchanges. 
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confiscation is a much more powerful deterrent than one might 
be inclined to admit at first sight. If capital were leaving Belgium 
and being exported especially to France, all our exchanges with- 
out distinction would be higher as the result of arbitrage, and 
bread, cotton, wool, oil and machinery would cost us even more 
than they do already. The achievement, though partial, is not 


to be despised. 
MAURICE ANSIAUX 
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BRITISH EXPORTS AND THE BAROMETER—II. 


In the last number of the Economic Journat, I called atten- 
tion to certain regular fluctuations discoverable in the statistics of 
British exports and their apparent connection with variations of 
barometric pressure and harvests. I have now obtained further 
evidence which seems to support ‘very strongly the hypothesis 
then advanced—of a periodic crisis in the climatic conditions of 
the earth as a whole which, at intervals averaging about 15 1/3 
years, lowers the general productivity of harvests during one or 
more seasons. ‘This evidence consists of (1) an analysis of the 
course of food prices in relation to other prices from 1782 to 1913; 
(2) more comprehensive barometric records; (3) investigation of 
the course of grain prices and other evidences of dearth before 
1782. I cannot deal here with the last of these, but am glad to 
avail myself of the kind permission of the Editor of the Economic 
JOURNAL to supplement my previous article by two tables and a 
brief explanation on the first two points. 

Relative Food Prices : The Index Number in ‘lable I repre- 
sents from 1782 to 1865 the fraction 

Grain + 4 Tropical Food 
Mean of Copper, Lead, Tin, Iron, and Timber 

from Jevons’ Price Numbers; from 1865 to 1913 it represents the 
ports All Food 
fraction Mean of Copper, Lead, Tin, Iron, and Timber *°™ 
Sauerbeck’s Price Numbers. The denominator is thus the same 
throughout. The numerator changes by the direct inclusion of 
animal food after 1865; the exclusion of animal food would not 
make much difference. The ‘tropical food” is weighted in the 
earlier period so as to give it about the same relative proportion 
to the whole as in the second period. 

Division of food prices by the prices of articles not directly 
affected by the harvest should to a large extent eliminate the 
effect of the credit cycle and other general changes in price 
level, and should thus (since the demand for food is rela- 
tively steady) give a fraction showing mainly the fluctua- 
tions in the supply of food, that is to say, in the general 
yield of crops used for food or feeding stuffs. The Index 
Number, in fact, shows a marked fluctuation with a suc- 
cession of maxima (i.e. bad harvests) at 1784, 1800, 1817, 1831, 
1847, 1861-2, 1878, 1893, 1909. The last six dates are identical! 
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with those indicated by the ‘‘new exports index’’ discussed in my 
previous article. The three earlier dates continue the 15-16 year 
period backwards, with only the trifling discrepancy of 1817 in 
place of 1816; from other indications I have no doubt that the 
tendency to divide the 30 odd years into two unequal sections 
(or usually 14 and 16 or 17 years) is inherent in the cycle itself. 
In addition to the maxima named above, the index number has 
high points at 1795 and 1867-8 (each of which can, in fact, be 
connected with climatic events), but they lie in each case under 
the line joining the regular maxima on each side. 

Generally, this analysis—which I owe to a suggestion of 
Mr. R. G. Hawtrey—seems to confirm directly and strongly the 
hypothesis of a general weather and harvest cycle. 

Barometric Pressures : Table II compares for each year from 
1873 to 1913 the mean barometric pressures at fifty stations in 
North America and the Eastern Hemisphere, covering most oi 
the habitable globe. In this table three years out of the whole 
period of forty years stand out as abnormal. They are 1878, 
1893 and 1909—that is to say, exactly the years sclected as 
critical by the ‘‘ new export index’’ and the index of relative food 
prices. Their abnormality consists not only in their being actually 
the years of lowest pressure in the three main world divisions 
taken as a whole (col. 5); they are yet more clearly marked as 
the epochs of greatest fall in the barometer from a preceding maxi- 
mum. These are also years of exceptionally low pressure in each 
of the divisions taken separately, though particular divisions have 
also other low years, e.g. India, etc. in 1898, Europe in 1878, 
1885 and 1895, and North America in 1885 and 1902. Within 
each of the main divisions much the same holds. The lowering 
of pressure at or about the three critical years 1878, 1893, 1909 
appears to be a general movement affecting the greater part of the 
habitable globe; the movements of different regions at inter- 
mediate dates often, though not always, cancel one another. 

The South American stations (shown in the table) take a 
directly contrary course, but equally signalise the years about 
1878, 1893 and 1909 as critical, by high pressure following a very 
low pressure. 

Before 1873 barometric records are relatively scanty, but 
again agree with the economic records in singling out the years 
about 1847 and 1862 as critical. The average of the seven sta- 
tions for which I have as yet obtained continuous records before 
1850 (Bombay, Madras, Cape Town, Brussels, Stykkisholm in 
Iceland, Toronto and Providence, Rhode Island) gives 1846-8 as 
years of low pressure with the actual minimum at 1848 and 1862 
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as the next minimum. The latter crisis, indeed, is peculiar ; 
1862 is the lowest year on record in Bombay and Cape Town 
as 1863 is for Adelaide and Stykkisholm, but the Russian 
stations on this occasion run, like the South American ones, 
to a high maximum. This and the lack of North American 
figures make it difficult to construct a satisfactory combined 
index, but there can be little doubt as to the place of 1862 
and 1847-8 in the cycle. 
W. H. BeveripGe 
TABLE If. 


RELATIVE Foop PRIcEs. 
(Prices of Food Divided by Prices of Metals and Timber : 
1865 = 100) 


Index Index | Index 

Year. Number. Year. Number. Year. Number. 
1780 — 1825 93 1870 103 
1 _— 6 102 1 108 
2 88 7 105 2 91 
3 94 8 106 3 92 
4 113 9 108 4 102 
1785 98 1830 120 1875 108 
6 94 1 129 6 115 
q 95 2 116 7 124 
8 92 3 102 8 136 
9 98 a 101 9 132 
1790 108 1835 93 1880 120 
1 92 6 84 1 119 
2 89 | 96 2 114 
3 98 8 100 3 121 
4 103 9 118 4 122 
1795 121 1840 — 1885 118 
6 107 1 109 6 112 
¥ 8i 2 102 7 105 
8 84 3 114 8 92 
9 98 4 120 9 106 
1800 130 1845 107 1890 103 
1 116 6 lll 1 115 
2 15 7 138 2 115 
3 63 8 114 3 120 
a 69 9 107 4 120 
1805 83 1850 97 1895 115 
6 73 1 102 6 105 
7 80 2 103 7 112 
8 2 3 93 8 104 
9 65 + 107 9 716 
1810 16 1855 109 1900 74 
1 63 6 107 1 86 
2 102 7 99 ?- 91 
3 115 8 102 3 86 
4 7 9 98 4 88 
1815 74 1860 108 1905 81 
94 1 118 6 68 
7 131 Z 115 7 70 
8 125 3 105 8 89 
lll 4 92 91 
1820 104 1865 100 1910 88 
1 86 6 104 ] 3 
2 74 af 120 = 77 
3 90 i 119 3 74 

4 97 9 104 


No. 118.—voL xxx. Q 
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TABLE II. 
COMPARATIVE BAROMETRIC PRESSURES 1873—1913. 


(Excess or Dejiciency in thousandths of inch on 40 year average) 





Europe and | Australia, Mean of 
North Mediter- | Fast Indies, | three World South 
America ranean. | Africa, ete. Divisions America 
Year. (12). (14). | (19). (cols. 2-4). (4). 
1 2 3 | 4 5 6 
} 
| 

1873 —- 7 —21 | — 9 —10 — 6 
1874 + 7 + 7 | - | + 4 4-22 
1875 =f +13 | 14 i +14 
1876 - 8 — 7 | - 2 — 6 — 6 
1877 - 6 — 3 +27 + 6 — 28 
1878 —52 -40 —= 46 -33 + 2 
1879 0 — «(| 15 a. + 6 
1880 + 2 — 7 0 -~ 2 —10 
1881 —11 — § | + 6 — 4 — 8 
1882 + 9 +19 — 6 + 7 + 6 
1883 +24 a +i 2 
1884 - 2 #23 | +5 + 9 — 3 
1885 22 —13 +17 — 6 — 6 
1886 — 2 + 3 +4 + 2 +10 
1887 + 1 —]1 + 2 — 3 —10 
1888 + 5 -—13 I-13 + 2 —14 
1889 + | +19 + 3 + 8 0 
1890 +9 + 9 ona L 9 1-10 
189] + 6 +11 +13 +10 — 2 
1892 + 5 — 21 | -17 —l +12 
1893 = 9 | -12 —16 424 
1894 + 8 1 | 6 0 +14 
1895 —a 25 | 3 0 
1896 Ll] 492 | Lh +13 + 6 
1897 + 6 +22 | + 3 +10 +10 
1898 ! l 17 - 6 —12 
1899 — 1 — 9 + 7 — ] — 34 
1900 - § — ] + 5 0 —12 
1901 -15 -— | 1 6 il + 6 
1902 ras} 9 4 10 — 26 
1903 L 3 +3 | 2 + 1 +E8 
1904 -18 +19 11 +13 Lo 
1905 ae 18 10 + 9 #4 
1505 123 — 1 — 2 + 7 0 
1907 + 9 +19 5 + 8 -- 2 
1908 +13 +23 + |} +11 +16 
1909 — 6 —13 -15 —11 +14 
1910 +4 i —~11 =e +2 
1911 +23 +15 0 +13 -—— 
1912 + 3 - § 1 2 — 2 -- 
1913 — a | +3 _ 











NOTES ON TABLE TI. 


The fifty stations included in columns 2 to 5 are as follows : 


N. America: Key West, Galveston, Nashville, Mobile, Albany, Washing- 
ton, Denver, Duluth, Winnipeg, Toronto, Montreal, Sydney (Nova Scotia). 

W. Europe : Christiansund, Hamburg, Vienna, Basel, Brussels, Madrid, 
Lisbon, and Ponta Delgada (Azores). 
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Mediterranean : Abbassia (Egypt), Algiers, Athens, Beirut. 

Russia: Warsaw, Petrograd, Moscow, Archangel, Astrachan, Tiflis, 
Ekaterinbourg. 

Australia ; Adelaide, Sydney, Perth. 

East Indies: Calcutta, Bombay, Agra, Madras, Colombo, Rangoon, 
Singapore and Bushire (Persian Gulf). 

Far East : Tokio, Tsi-ka-wei (China), Manila, Batavia. 

Africa (S. and E.) : Cape Town, Durban, Mauritius and Aden (Arabia). 

The South American stations are Rio de Janeiro, Buenos Ayres, Cordoba and 
Santiago. 


The figures for each Division represent the mean of all the stations therein ; 
the figures in Column 5 are the mean of the three preceding columns, thus allowing 
equal weight to each Division. There can be little doubt that, in fact, greater 
weight ought to be allowed to Australia, East Indies, etc., whether regard is had 
to size or total production. This would accentuate the position of the years 
1878, 1893 and 1909. 

The pressures have been taken mainly from the Report of the Solar Physics 
Committee (1908) and from Vol. XXI, Part 12, of the Memoirs of the Indian 
Meteorological Department. 








REVIEWS 


Macht oder Gkonomisches ‘Gesetz? Von Evucren v. BoéumM- 
Bawerk. (Zeitschrift fiir Volkswirtschaft, Soziaipolitik, und 
Verwaltung, XXIII. Pp. 205-271. Vienna. 1914.) 


THE obituary of Professor Boéhm-Bawerk in this JourNaL! 
makes mention of a projected work, perhaps never executed. 
But, finished or unfinished, it seems to be the article now before 
us, Which was printed early in the year 1914, and which deserves 
our peculiar respect. It is his last original effort. The preface 
of the third edition of his History is dated June, 1914, but by 
that time the labours of the book must have been long over.’ 

The projected book or article was in his mind in 1909 when 
he wrote*: “I should like to have taken up some recent prob- 
lems. I should like especially to have filled the gap which I felt 
and lamented years ago when reviewing* Stolzmann on The 
Social Category in Economic Doctrine (1896).” He would have 
liked to discuss the scope and effects of institutions and social 
forces and national characteristics as against economic tendencies. 
Stolzmann in a later book * had fancied our author far more rigidly 
classical than he was. As a matter of fact, Bohm-Bawerk 
believes in the influence of social forces, and he believes in the 
influence of economic laws; he does not believe in the omni- 
potence of either (p. 263). His opponents spoke as if social pressure 
could do anything and everything; in Burke’s words*: “The 
strong hand is the law, and the sole law, in their State.” It 
seemed to them that an overwhelming union of employers or an 
overwhelming union of the employed could fix and keep prices 
and wages at any figure they chose. 

Economists have denied that either of those unions could be 
so powerful as to overrule and supersede economic tendencies ; 
but our author thinks that economists even of his own school 


1 December, 1914, pp. 648-50. 
® History of Theories of Interest, 3rd edn., 1914, reviewed here March, 1916. 


® Positive Theory of Capital, 3rd edn., Part I, Preface, p. xvi. 1909. 
* Zeitachrift fiiryVolkswirtschaft, vii. 425. 

5 Zweck in der Volkswirtschaft, 1909. 

® Regicide Peace, iv. 














JUNE, 1920] MACHT ODER OKONOMISCHES GESETZ 215 


have not pursued the matter far enough. It ought to be shown 
in what measure and in what directions such social forces can 
succeed and not succeed. The school fully expounded the prin- 
ciple of marginal productivity, or the profitableness to the em- 
ployer of the last man whom it is worth his while to employ at 
all. This principle, which gives the unit of wages, is based on 
free competition ; and, if either the masters’ combination or the 
men’s combination abolishes competition, the principle will need 
restatement. Béhm-Bawerk tries to restate it. His whole dis- 
cussion is interesting, and the latter part of it, which deals with 
workmen’s combinations, is more timely in 1920 than even in 
1914. 

Under unrestricted competition, he says (p. 232), the marginal 
value estimated by the employer was the labour of the single 
workman. If he had a staff of ninety-nine units, he would con- 
sider whether or how much he would gain by engegirg one man 
more, or how much he was losing by not having him. This gives 
us the marginal utility of the labour unit, the increase of product 
due to the marginal labourer ; this would determine the wages of 
the man, say, 5s. a day. It would just pay the employer to 
employ the man at 5s. The wages of the rest would be that unit 
multiplied by the appropriate multiplicator, allowance being made 
for skill and the other elements in Adam Smith’s famous 
chapter (p. 244). 

But if the workmen’s combination is tight, the employer 
cannot look at the matter in that way; his staff are no longer 
a divisible quantity. It is all or nothing. It is a question 
whether he can carry on his business with the whole staff or not 
at all, and so it is a question not of final, but of total utility, how 
much value he attaches to the keeping up of the whole. That 
will be more than 5s. multiplied by 100. For one thing, 
labour is (in the language of the school) a complementary 
article ; it cannot be used without raw materials and machinery, 
any more than they without it. The withdrawal of one man 
leaves the rest of the complementary factors fairly intact; but 
withdraw all the men, and these other factors are made useless. 
The result of gradual withdrawal of men might be an increase of 
marginal value proceeding from something like 5s. 6d. to 5s. 9d. 
and 5s. 9d. to 6s., till all accommodation by rearrangement of 
duties or other expedients ceased to avail, when instead of 100 
there were only half the number. How much more when all 
were gone! 

Tf the machinery can stand still with little or no injury, there 
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is still loss of interest, and there is loss of opportunities for good 
business. There may, of course, be waste and spoiling of raw 
material. Other aggravations will easily occur (p. 234). 

It is a question for the employer whether he can pay the total 
asked of him without losing all profit, or even without ceasing 
to pay interest. When he has made up his mind and agreed to 
spend the total sum rather than fare worse, he may sav the wages 
per head are now 7s. or 10s., but he did not reach the total by 
any consideration of the marginal man (pp. 235, 237); it is a 
mere after-reckoning. 

After this sample of useful spade-work, we may pass at once 
to the matter of most concern to us in the year 1920, our author's 
discussion of the “long run.” Can the highest wages, not even 
allowing interest, or even the next highest, simply killing all 
profit, be maintained permanently—in the long run? 

He thinks he is on virgin soil (“Wir betreten hier gewisser- 
maszen literarisches Neuland,” p. 243), though most of his 
weapons are got from his own armoury, the latest editions of his 
Theory of Interest. The reasoning, he says, can only be deduc- 
tive, all experience hitherto being inadequate and_ indecisive 
(p. 248). Even an absolutely universal combination of employers 
has never existed. He supposes it made, and shows reasons for 
concluding that there would be a strain on the coalition that 
would in the long run certainly, in the short run almost certainly, 
destroy it (pp. 245-8). The nature of the arguments may be 
judged from those that figure in the case of the universal com- 
bination of workmen. ‘The highest claim of the two described 
cannot be permanent so long as the employer is to remain em- 
ployer ; he would have no motive for running a business that did 
not even pay interest if there were no prospect of change in his 
favour, though he might conceivably do so for a short time with 
such a prospect left possible (p. 249). Even if there be no posi- 
tive loss, the cessation (or serious reduction) of interest will lead 
to stoppage in the long run. 

To begin with, interest could not be abolished in productive 
concerns if it were to continue in the loan market and house pro- 
perty. Evidently capital would no longer be lent to productive 
concerns, and an employer who was working with his own capital 
would have no motive for renewing it when used up, or for 
investing more (p. 250). 

Interest can only disappear from society if capital is accumu- 
lated there beyond all bounds of human desire. Its disappearance 
would bring the disappearance of saving for investment, not 
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nearly compensated by the necessary increase in saving for a 
rainy day (p. 251). But suppose capital offered without interest. 
The automatic brake upon the extension of the long methods of 
production would be removed, and there would be a temptation 
to measureless extension, limited only by the amount of sub- 
sistence that must be provided for the workers during the pro- 
longed periods. But this amount is a very finite quantity ; and it 
is evident that there would not be enough, however large the 
reduction in the standard of living among the employing classes, 
for an indefinite extension of all businesses. There would need 
to be a selection of the most productive, brought about by a higher 
rate of prices for subsistence as well as for their products (p. 253) 
This means the return of the banished interest. The case 
demands a greater productiveness of labour than before, which, 
apart from invention, means a longer period of production, and, 
to secure economy, a restriction in the numbers employed (pp. 
252-4). The employers must raise the production per head and 
employ fewer men. The discarded or unemployed men will 
depend on the contributions of their fellows till the latter realise 
that they are losing more than they gained or the discontented 
unemployed break the coalition. | We should then return into 
something like the régime of competition where the principle of 
the marginal product led, in theory, to the employment of all 
available workers (p. 255). 

The extreme case has been taken, but before such a consum- 
mation was reached the struggling economic tendencies would be 
too much for the attempt to reach the highest or even the next 
highest claim (p. 255), and the extreme case would never arise. 

Would it be possible for the coalition to secure even such a 
raising of wages as would mean, not, indeed, an extinction, but a 
depression of the rate of interest in permanence? (p. 257). If 
they cannot go the whole way, can they go the half of it? Boéhm- 
Bawerk will not say that there would be diminished saving. The 
main effect, he says, would be a premium on the longer ways of 
production ; higher wages must be compensated by higher mar- 
ginal productivity of labour and employment of fewer men. If 
the working classes were to slacken their rate of increase, in the 
manner of the middle classes (p. 259, cf. 268), the equilibrium 
might be stable; the high rate of wages might last, no thanks to 
the force that first imposed it. Men will still follow economic 
advantage (p. 264) and, whether it be the State or the trade union 
that prescribes minimum wages, the play of economic motives 
will go on, and, as he gives us to understand (p. 265), usually 
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to the undoing of the change. The best case is the not 
very common case where the pressure stimulates to efforts 
and adjustments that restore the old productiveness for the em- 
ployer without upsetting the change of wages (pp. 265-6). This 
is the only instance where the “strong hand” may be said to 
have achieved a permanent success, and it is still achieved within, 
and by means of, economic tendencies. We need not suppose 
with some pessimists that the rise of wages has hitherto done 
no more than keep pace with the cost of living; a good part of 
the rise in the new century has been real, and the question is not 
settled by a reference to depreciation of money (p. 268). But 
we may take J. B. Clark’s distinction of functional and personal 
share in distribution and observe that our reasonings relate only 
to the functional. While there are traceable economic limits to 
the gain of labour, capital, rent, superintendence, there are no 
such limits to ‘‘the strong hand” where those factors are confused 
or thrown together. If Government gives land and makes land- 
owners out of workmen, the latter may find their earnings swelled 
by rent, without limit of time; and if State Socialism makes 
public property of all the instruments of production, then all 
capital and land become social property, every member of society 
getting its share of the produce, as long as this State lasts (p. 271). 

Here our author stops. He stops with the unexpected con- 
cession that, though economic forces cannot be conquered by 
coalitions, they may be evaded by Socialism. We are not told 
what are likely to be the effects of the evasion. In his books he has 
left his opinion on record that even under Socialism there would 
be interest on capital and rent of land. There might (we may 
add) be wages as a means of measurement. But the sting of al! 
would be taken out of them, where private gains were restricted, 
under Socialism. The old quarrel between Individualists and 
Socialists comes up once more, with all the arguments on both 
sides, as old as the Ten Commandments, but not necessarily 
weakened by age. If we do not go further than the plans of a 
moderate State Socialism with its nationalisation of land and 
large capital, where do we stand towards the arguments of the 
article? The economic motives would still tell, but they would 
now tell more on the government than on the governed. It 
remains to be seen if the large capital will be as productive under 
the new masters as under the old. Unless the industrial system 
of the country is to consist entirely of losing concerns, use must 
be made of the distinction between profit and loss. It is a ques- 
tion brought home to us now under our comparatively smal! 
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experience of State Socialism during the war and afterwards : 
How many businesses can Government afford to run at a loss? 
Protectionism is sometimes declared inequitable because it makes 
the good businesses bear the burden of the bad. Under a State 
Socialism that strove to be equitable and frugal there would be 
some selection of businesses and some selection of workers, to 
prevent such a result. “In our own country the machinery of 
business is likely to be preserved, and the adjustment might prove 
after all to be similar to that described in Boéhm-Bawerk’s article 
as occurring in face of extravagant wages. Though the State 
can bear losses much longer than private capitalists, its tax-paying 
subjects will hardly allow indefinite losses or support the prospect 
of general impoverishment. 

Our immediate practical problem is rather the claim of the 
workers for co-partnership than the large programme of a 
Socialistic State. When the workers have made themselves ready 
and willing to take their share in the management of the business 
hitherto employing them for mere wages, there need not be of 
necessity the unstable equilibrium, culmination, and _ recoil 
described in the article. The new managers would help to pre- 
serve the machinery of industrial government with no greater 
liability to catastrophes than at present, perhaps with even less. 
The question for them and for us is therefore how they can best 
prepare themselves for their new functions and how the change 


can be most equitably and wisely carried out. 
J. Bonar 


The History of Trade Unionism. By SipNey and BEATRICE WEBB. 
Revised Edition. Extended to 1920. (London: Longmans, 
Green and Co. 1920. Pp. 763.) 

THIS work comprises a revised version and a continuation of 
the History which was published in 1894. The reviewer of the 
first edition pronounced that the high reputation which the 
authors had already won independently of each other was sus- 
tained by their co-operation—then a new phenomenon. The 
second edition sustains a still higher reputation : that which has 
been earned by the collaboration of the well-matched consorts in 
many works of research and reflection during more than a quarter 
of a century. 

In the new portion of the present volume, as well as in 
that which is reproduced, we admire the literary skill which has 
constructed a clear and impressive narrative from materials that 
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are often deficient in personal interest and striking incident. 
The collection of recent facts does not, indeed, display the writers’ 
talent for historical research so signally as did the earlier History. 
But if the task is less difficult, it is not less useful. It is con- 
venient to have clear and succinct summaries of occurrences which, 
though they have passed before our eyes, dwell confusedly in our 
memories. We may instance the enumeration of the various 
occasions on which Trade Unionism has been recognised and em- 
ployed by Government since the outbreak of the War, or the 
description of the so-called ‘“black-coated proletariat” who are 
joining the ranks of the trade unionists. The recent history is 
often supplemented by information and reflections contained in 
previous writings to which a reference is given by the authors. 
Witness the elaborate study on “Professional Associations,” which 
appeared in the New Statesman of September 25 and October 2, 
1915; April 21 and 28, 1917. 

Nor is antiquarian research wanting in the additions to the 
volume. The authors have utilised some Home Office papers 
relating to the early part of the nineteenth century, which have 
become available since the publication of their first edition. 
Thus, they have traced the ‘‘ Trades-Union’’ movement of the 
Thirties back to the “General Union” which existed in 1818. 

For our part, we are grateful, not only for the additions to 
the original work, but also for the retention of passages such as 
those relating to Owen who, it is confessed, from the point of view 
of the practical statesman, ‘‘showed himself something of a sim- 
pleton.” When it is recorded that he expected the ‘New Moral 
World” to be established within six months, competition to be 
abolished and the change from the capitalist system to a complete 
organization of industry to ‘‘come suddenly upon society like a 
thief in the night,’’ these things might almost seem to have been 
written for an example to hotheads of the present generation. 

More explicitly in the newer part of the volume, the authors’ 
dissent from the extreme sect who would place the entire manage- 
ment of business in the hands of associated producers. ‘‘ This 
conception seems to us,” they say, “too one-sided to be adopted 
in its entirety, or to be successful if it were so adopted.’’ In this 
connection there should be consulted one of the previous writings 
to which the authors refer: What Syndicalism Means, by 8S. 
and B. Webb, 1912. We regret that this instructive brochure is 
not more widely known and read. It is accessible only—so far as 
we have observed—in a French translation which is to be found 
in the Library of the British Museum, under the title “Examen 
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de la Doctrine Syndicaliste.’’ The danger of producers abusing 
their monopoly to the detriment of consumers is exhibited here 
more fully than in the History. Life, we are reminded, is not 
all production. ‘‘A great part of the most precious services that 
we render to the world, even during our working years, has 
nothing to do with the production of wealth properly so called’’— 
such as the education of children, the cultivation of the mind, the 
works of art. Inventors and artists do not always run well in 
harness. The folly of the ‘‘general strike,’’ the tendency of 
‘‘sabotage’’ to degrade the character, the impossibility of abolish- 
ing wages, otherwise than in name—these and other salutary 
truths are taught more persuasively here than in treatises which 
might be suspected of ‘‘capitalist’’ proclivities. 

This criticism of thoroughgoing syndicalism was _ not 
demanded in a history of (English) Trade Unionism. That it is 
not repeated at full length does not argue any suppressio vert. 
But there is one omissiun which is characteristic and, we fear, 
designed. We desiderate some allusion to the important truth 
which Dr. Marshall has lately expressed in these words: ‘‘Even 
the most advanced schemes for National Guilds, seem 
to ignore the fact that the State has been a borrower rather 
than an accumulator of capital; and to take little account of the 
superhuman ability required on the part of those persons in whom 
the chief functions of ‘ The State’ are to be concentrated when 
called on by a guild to advance more capital in order to replace 
some that has been lost in an ill-fated venture, or to enable some 
new venture to be put through.” (Industry and Trade, p. 65, 
and context.) He who is impressed with this truth will not be 
in such a hurry as our authors to bring about what they tell us is 
‘the object and purpose of the workers organised vocationally . . : 
and politically . . . namely, a reconstruction of society by the 
elimination from the nation’s industries and services of the Capi- 
talist Profit-Maker.”’ 

The historian can hardly be expected to put a favourable 
construction on the doings of a class which he wishes to eliminate. 
Our authors in their account of the great battles which Trade 
Unionism has fought in recent times—over the Taff Vale case and 
the Osborne case and in the great Railway Strike—are naturally 
not very kind to the faults of the Capitalist party. They shower 
disparaging terms upon the judges and rulers concerned in these 
quibbling,” “‘evasions,” ‘‘equivocation,” “flagrant 


“ce xd” 66 


transactions— 


unfairness,” “heat and prejudice,” “animus and_ partiality,” 
‘amazing degree of class bias.’’ . . . We dare say that some of 
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these terms are applicable ; but we should be surprised if it proved 
that they were justly applicable only on the one side, as our 
authors leave us to suppose. 

We recognise that the interpretation of human action in- 
volves an element of hypothesis. Acts can hardly be recorded in 
a literary form without assigning motives. Motives cannot be in- 
ferred so rigorously but that the inference depends partly on a 
priort assumptions—one’s general view about men and things. At 
the tribunal of history, historians must sometimes appear as ad- 
vocates. It is a part which they may play usefully if the reader 
plays the part of judge. We trust that some of the Trade Union- 
ists who, as advertised by the publishers, have already bought up 
19,000 copies of the History, will endeavour to “hear the other 
side’ presented by historians comparable with our gifted authors 
in diligence and talent and the art of persuasion. Writers who 
fulfil these conditions are, indeed, not easily to be found. 

I’. Y. EDGEWoRTH 


International Economic and Financial Problems. By Dr. G. 
VISSERING. (London: Macmillan and Co.) 


No one is better qualified than Dr. Vissering to examine the 
economic difficulties of Europe and to suggest remedies. As 
President of the Netherlands Bank he is in a position to consider 
the situation from an impartial point of view. He was also 
formerly President of the Java Bank, and in 1911-12, at the 
request of the Four-Power Syndicate, was appointed Monetary 
Adviser to the Chinese Government, and in both capacities he 
had experience of finding methods of introducing means of 
financing foreign trade for countries whose internal money was 
too disorganised to furnish easily any system for the payment of 
imports. 

The present situation in many countries in Europe furnishes 
in some respects similar problems, though on a much greater 
scale. Domestic monies are enormously depreciated, for the 
double reason that, on the one hand, imports are urgently 
needed, and exports, for the time being, scarcely available ; and, 
in addition, the various Governments are still issuing more and 
more paper money. ‘The result is that, although in Germany, 
for instance, prices in marks are nominally very high, yet, when 
converted into the currency of other countries, German goods 
are very cheap, and in Germany foreign raw materials are very 
dear, and can hardly be obtained. 
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It would be a mistake to attempt, in a brief review, to give 
un account of Dr. Vissering’s proposals. It can only be stated, 
roughly, that they involve international co-operation for advanc- 
ing substantial credits, the organisation of clearing-houses, or 
“barter institutes,” through which the foreign trade of the 
countries which are in difficulties is to be financed on either a 
gold basis or, at any raté, a special kind of money, so that those 
who give credit are not dependent on the vagaries of marks, 
crowns, etc., which have been multiplied to excess by reason of 
the difficulties of internal finance. 

In the author’s view, indispensable conditions for success are 
cessation of further creation of artificial buying power, revision 
of debts and of the indemnities, international co-operation for 
considerable extensions of credit, and modification of the power 
of the Commission des Réparations tc seize property or goods 
ready for export. 

These are formidable requirements, and it is clear that the 
conditions are not to be obtained without a great deal of per- 
suasion. Without, therefore, implying any serious dissent from 
the author’s main intention, one must look critically at the 
reasons put forward in support of the contention that so many 
difficult. conditions are necessary. 

That the present conditions, in the defeated countries especi- 
ally, are very distressing, and make an appeal to human sym- 
pathies, will doubtless be readily conceded by readers of this 
JOURNAL. To convince people, however, as Dr. Vissering seeks 
to do, that the self-interest of the more fortunate countries is 
deeply involved, is much more difficult. The “Entgiiterung,’’ for 
instance, or buying up of all kinds of portable goods in Germany, 
and even of real property, by Swiss, Dutch, Scandinavians, etc., 
who find that they can obtain very good bargains owing to the 
low value of the mark, does not strike one as being the point 
to bring out so strongly if the appeal is to be based on the 
economic interests of the countries named. ‘‘Large quantities 
of superfluous merchandise are thus purchased from sheer 
bargain-hunting,” we read (p. 51), but we find it difficult to 
believe that Dr. Vissering’s countrymen usually obtain only a 
gross of green spectacles. 

Looking at things from a long-period point of view, however, 
economists will agree that the business interests of the outside 
world are not promoted by the continuance of a state of things 
which keeps whole countries in the position of bankrupt busi- 
nesses which cannot get out of a rut of hand-to-mouth 
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The first necessity, and, the reviewer would sug- 


expedients. 
gest, the main thing, is that the Governments in all the countries 


which have very depreciated currencies should exercise control 
over foreign trade, both export and import. Mere competition 
means that everyone in Germany or Austria who buys any foreign 
commodity depresses the value of the mark or the crown, and 
makes it more difficult for others to buy anything, and everyone 
who sells German or Austrian goods under competitive condi- 
tions does something to depress their price. This is also the 
case in ordinary circumstances, but it has not ordinarily any 
great importance. In the peculiar conditions which have now 
come about, however, this truth is of very great importance. If 
the German and other Governments were in a position to allow 
importation only on some system of priority certificates, and to 
arrange that goods should be sold abroad only on a gold basis 
and at approved prices, and that the credits so created should be 
earmarked, in the first instance, for the payment of debts due to 
importing—without reference to any alteration which might 
occur in the value of the mark, Austrian crown, etc.—then 
credits for the necessary imports would be forthcoming without 
the assistance of foreign Governments. Some such system 
appears to be suggested by Dr. Vissering, but his exposition 
seems to imply rather a formidable amount of Government inter- 
vention, not only in Germany and Austria, but in all other 
countries. We read, for instance (p. 51): “The simplest form 
will be that two countries set up such a barter institution between 
them. Take Germany and the Netherlands as an example. 
Germany would have to prepare a list of the goods she wishes 
to buy, and the Netherlands would state the quantities which 
they would eventually be able to supply to Germany. Germany 
would, further, have to furnish a list of what she could deliver 
immediately. . All these inquiries and offers will have to 
be registered at the Barter Institute.” It is not very clear why 
anything more than a system of priority certificates for imports 
into Germany, and control of the prices of exports, should be 
necessary. ; 

The countries which have claims on Germany for indemnities 
would have to consent, of course, to the proposed system of cer- 
tificates and to the earmarking of credits. Dr. Vissering puts 
strongly the argument that their interests require them to take 
a long view and to assist in the recovery of the countries which 
are in difficulties. There is one important point, however, which 
might have been emphasised, more especially as appealing to 
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France. That country has especially strong claims for indemni- 
fication, and, for the moment, it may seem to be France’s 
interest to be able to buy German goods cheaply, whereas the 
proposal would raise the export price of German goods measured 
in foreign monies. That, it is submitted, would be an advan- 
tage, in the end, and not a disadvantage, to France, because 
German goods will be sent chiefly, as a matter of fact, to other 
countries, and France requires mainly the produce of other 
countries rather than the produce of Germany. If France has a 
lien on a portion of credits created by the sale of German goods 
to America, the Argentine, Holland, etc., France has a better 
prospect of getting substantial value if those credits are large 
and provide a good surplus over and above what is required to 
pay for Germany’s necessary imports, than she would have if 
competitive selling for depreciated marks always keeps the total 
value, in foreign currencies, of German exports at a very low 
figure. The same argument applies, though perhaps not to quite 
the same extent, to the interests of Great Britain, and it need 
hardly be said that it could also be reinforced, for popular propa- 
ganda at least, by the consideration that Germany would, under 
the proposed system, provide her own law against dumping cheap 
manufactures into competitive countries. 

The cessation of further multiplication of paper money by 
all countries is strongly urged, but it is not altogether clear that 
that is essential to the success of the system proposed, so long 
as there is control of foreign trade. Even in this country it still 
remains to be seen whether the maximum announced for the 
fiduciary issue can be adhered to, and it may be a considerable 
time before many Continental countries can manage without the 
printing press. It ought to be possible, however, to arrange for 
the financing of foreign trade on a basis independent of the 
depreciated internal monies. That, indeed, appears to be what 
Dr. Vissering proposes. 

If, as suggested above, the two great difficulties—inducing 
the more fortunate countries to advance large Government loans, 
and the less fortunate countries to cease issuing more paper 
“an be overcome, the other requisites appear to be such 
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as ought not to be impossible of achievement. The principal 
difficulty is the fact that democratic Governments in France, 
the United States, and our own country, who are the pre- 
dominant factors, cannot easily take long views regarding their 
late enemies, because it is difficult to make them understood by 
the average voter. The indications are, however, that such views 
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are making headway, and the practical stumbling-block may turn 
out to be the inefficiency of administration in the late enemy 
countries. C. F. BICKERDIKE 


Politique Financiére d’Aujourd’hui. Par GasriEL DE Mont- 
GOMERY. (Vevey: S. A. Klausfelder. 1919. Pp. xiv +402.) 


Tus book has earned the compliment of a preface from Pro- 
fessor Pareto, which casts, as we should expect, bright illumina- 
tion into the dark tangle of intertwined phenomena. It is 
“chiefly” concerned with the “financial and economic situation ” 
of Switzerland in the “great drama” that has filled the European 
stage during the eventful years from 1914. Writing in December, 
1918, the author observed that “probably” we were witnessing 
the “last act’ of what could be described as having wrought an 
“economic revolution.” That was marked by “ bouleversements,” 
which were “formidable” and, before the war, would have been 
“incredible.” Much of their final significance, he added, 
remained hid; and he himself modestly proposed to throw a 
“little light” on obscure points in questions often discussed. 
Switzerland was chosen for the starting-ground of this inquiry 
as a “neutral” country in the “centre” of Europe girt about on 
“all sides” by the “belligerent States.” 

It is a useful office which has thus been opportunely under- 
taken; and the achievement justifies the essay. In succeeding 
chapters the possible aims conceived and the actual policy pur- 
sued, the series of vicissitudes developing and the varied conse- 
quences that have happened or may yet occur, are searchingly 
explored. They are also judicially appraised. We have, then, 
here from an economic student belonging to one neutral State a 
full and fair survey of the conduct and the destiny of the rulers 
and the public of another neutral country at a critical time in 
such departments of affairs as the course of the exchanges, the 
handling of currency and credit, and the provision of the ways 
and means of national expenditure, largely, suddenly and com- 
pulsorily increased. But in his close scrutiny of the successes and 
the failures of the Swiss our author refers as well to the behaviour 
and experience of other peoples. Naturally, he contrasts the posi- 
tion of his countrymen, the Swedes, raising what he describes as a 
“barrage” against gold, with the strong industrial demand for 
that metal for watch-manufacture acting in Switzerland as 
a potent check to a fall in its value. But he also compares our 
own use, at the beginning of the war, of the traditional expedient 
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of a rise in the rate of discount with the employment by the 
Federal authorities, in their negligent regard of that defensive 
weapon, of more drastic and direct but less commendable and 
innocuous armoury, safeguarding by the “main force” of 
peremptory advice or condemnatory veto the metallic backing of 
their note and credit system. Allusion, too, is made, as oppor- 
tunity affords, or occasion prompts, to what has been thought or 
done in France and Germany, the near belligerent neighbours 
of the neutral land immediately inspected ; and, accordingly, the 
treatise has a wider interest than might be inferred from its sub- 
title. Within the limits suggested there it is significant that 
in not a few respects a by-stander, like Switzerland, has been 
compelled to share the fate, and follow in the track, of the com- 
batants—in modes, for example, of finance that have been 
responsible for “inflation.” In other regards her situation has 
been peculiar, especially, as Mr. de Montgomery shows, from the 
circumstances that she normally imports the necessary raw 
materials for the manufactures, largely luxuries, which she 
exports, that her hotel business was hit hard by the interruption 
of the ordinary tourist traffic, and that the great amounts of 
foreign capital, which had been invested before the clash of arms 
in her negotiable securities, could be quickly withdrawn with 
ease by the fighters, and, advantageously to themselves, sub- 
scribed to their war loans, gaining at once through the advanced 
exchange and the higher interest. 

The clever and informed writer of this interesting and timely 
essay is more ambitious than we have as yet suggested. For in his 
discussion of Swiss finance and economics he introduces hard 
cruxes of theory as well as practice. He boldly breaks a lance 
with doughty disputants in some tough controversies. Not merely 
does he consider which of three possible policies a neutral country 
should adopt with reference to the exchanges. It could, he says, 
accept depreciation to the lower level reached by the belligerents, 
or it might strive to keep a parity with gold, or, finally, as he 
would, for strong reasons, recommend, it may, endeavour to main- 
tain for its own money the character of a stable indicator of the 
values of goods. Not only does he establish, as we think, the 
fact, in contradiction to some positive pronouncements, that 
the rate of discount did not become inoperative through disturb- 
ing or obstructing influence engendered by the war. It might, 
on the contrary, be still used, to good purpose, by a neutral, so 
as on the one hand to arrest the forced export of its wealth or 
capital in response to the clamorous temptation of needy 
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belligerents, and, on the other, to avoid subjecting its own traders, 
its manufacturers or its merchants to excessive disability. But, 
while laying stress on variations of values as the more potent 
of the causes of fluctuations in the exchanges, he also proves 
once again how troublesome it is to disengage from other forces, 
such as the “‘penury” of “merchandise,” the monetary factor in a 
rise of prices and to measure with nicety its magnitude; and, 
furthermore, he seizes courageously the horns of the dilemma 
presented by the inclusion in, or the omission from, the calculation 
of the ‘“‘money-work” to be done of payments for “ productive ”’ 
and “unproductive” services. 

Even more daring, it may be, will be considered his criticism, 
supported nevertheless as it is by cogent argument, of the short- 
comings, from the standpoint he takes up, of Ricardo’s plan for 
an “economical and secure” currency ; and the conception, which 
he favours and describes, of international settlements to be made 
in international paper is not lacking in temerity, though it is 
shrewdly formed and lucidly presented. It is, however, to be 
observed on this last matter that Mr. Walter Leaf, in his recent 
presidential address to the Institute of Bankers, did not regard 
with entire disfavour the creation in the existing “economic 
’ with the “chaotic state of the exchanges throughout 
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crisis,” 
Europe,” of a “machinery for the barter of goods” “in the form 
of an international unit of exchange based on gold,” which would 
be a “purely book currency not represented by any coins.” That 
would, this accomplished scholar and practical banker recognised, 
be “following the lines of the old ‘mark Banco’ of Hamburg,” 
which, serving “for about a century as a common unit for the 
whole of the petty German States,” “only came to an end on the 
establishment of the common German coinage in 1872.” The 
“proposition,” which was “serious,” he remarked, “came from” 
Swedish bankers, and was a “most interesting theoretical idea,” 
time spent “on which would not be wasted” by the “man of 
business” who “must in the last resort say the decisive word.” 
Such are a few samples of the difficult and important topics 
of vexed debates grappled here by Mr. de Montgomery. His 
readers may not, of course, agree with all his reasoning; and 
they will probably dissent from some of his conclusions. But 
they will, we have little doubt, judge him to be a “foeman worthy 
of their steel.” The results he reaches are often perhaps more 
negative than positive; and, in the end, sometimes, he leaves us 
with the discomforting persuasion that the knot approached was 
tied tighter than we had thought before we came in his company 
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to close quarters with it. But his resolution and address and 
resource in attack are admirable. He has, it will be evident, 
studied carefully what had been written previously, and he applies 
an open but wary mind to the new lessons taught by the fresh 
facts. He has, in short, furnished a contribution of much interest 
and value to the economic literature of the war: and we offer 
him our thanks. To Professor Pareto’s preface we cannot make 
detailed reference, but we would draw attention to one hint. He 
suggests that, if the issue of inconvertible paper be viewed as a 
forced loan, Governments, in practice, have shown themselves 
not very squeamish in scaling down their unacknowledged in- 
debtedness in this shape by allowing such money to depreciate 
through over-issue. They have, as a rule, by contrast, exhibited 
more prudent scrupie in avoiding formal repudiation of the more 
definite obligations of avowed funded or floating loans, to which 
contribution has been publicly invited. This distinction we do 
not remember to have seen before so clearly drawn or pertinently 
exhibited. L. Li. PRIicE 


Social Theory. By G. D. H. Cote, Fellow of Magdalen College, 
Oxford. (London: Methuen and Co. 1919. Pp. 220.) 


Mr. Coue’s whole life would appear to be a protest against 
the doctrine of restriction of output: his realistic studies and 
speculative essays succeed one another with almost bewildering 
rapidity. But his facility has not prevented him from presenting, 
in the modest compass of some 200 pages, a singularly compact 
and suggestive exposition of his general views on human society. 
Any comment on it made primarily from an economic standpoint 
must of necessity be somewhat unfair; for Mr. Cole’s scope, 
embracing as it does all forms of human association, is much 
wider than economics. Indeed, he contends with much force, in 
criticism of Marxian materialism, that it is only the diseased 
nature of the economic system which, by perverting and poison- 
ing relations outside the economic sphere, leads to a dispropor- 
tionate emphasis being laid on the economic aspects of life. 
Here, as elsewhere, Mr. Cole exhibits a discrimination of means 
from ends which is not the least refreshing feature of this book. 
This being so, and the whole book being so laudably concise, it 
would perhaps be unfair to take him to task for not explaining 
more precisely what he means by that “economic equality” to 
whose absence he attributes the ugly prominence of the economic 
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bump in society; or for not stopping to argue with those mem- 
bers of the social hive (to adapt a phrase of Professor Edge- 
worth’s) who are apprehensive lest the equilateralness of the 
honeycomb should be secured at the expense of the abundance of 
the honey. Nevertheless, it must be put on record that Mr. 
Cole’s realism, which permits him to discuss armies and judges 
and policemen calmly if without approval, as things with which 
his reconstructed society will have to reckon at any rate for a 
time, appears to fade when he touches economics into an idealism 
which assumes, as a pre-requisite of that society’s very birth, 
that the chief economic disharmonies have been completely 
resolved. 

Mr. Cole’s general system is, as any sensible system must be, 
largely the product of an intelligent eclecticism. Rousseau pro- 
vides the groundwork and touchstone of individual personality 
and will; Samuel Butler tinges with purposiveness the evolu- 
tionism of Marx ; and many others bring duly acknowledged gifts, 
But the largest contribution is, of course, that made by what 
may be termed Neo-Medievalism—the Gierke-Maitland theory 
of the nature of corporations, and the functionalism of de Maeztu, 
and those doctrines of Guild Socialism which Mr. Cole himself 
has done so much to elucidate. For his central position is that 
most modern social theory has gone wrong in regarding the State, 
if not as the sole, yet as a unique and dominant form of human 
association. He reminds us that that part (which is not the whole) 
of human life which is organisable can be, and actually is, 
organised in many other kinds of association besides the political ; 
and among these are some which must be considered essential 
to human society, notably the religious kind and the two 
economic kinds, which he calls “vocational” and “appetitive,” 
embracing men respectively in their capacities as producers and 
consumers. If liberty is to be real, if representative government 
is to be anything but a farce, mankind must seek delivery in 
this multiplicity of co-equal and co-ordinate associations from 
the tyranny of the “factotum State.” Outside Mr. Cole’s 
inviting edifice of scholarly synthesis and original suggestion 
only Professor Bosanquet and the Hegelian idealists stand in 
outer darkness, with their blind dethroned monster. 

And yet—can we be so sure? The Sovereign State is cast 
out; the functional associations are at work; and the sphere of 
political organisation has been limited to a certain complex of 
personal matters which is not very clearly defined, but which 
appears to include marriage, elevation to the peerage, and 
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vaccination. But, as Mr. Cole sees, the need for co-ordination 
remains, and even the need for coercion or the delimitation of 
coercive powers. Who is to co-ordinate? Not the truncated 
State, for it is itself a potential co-ordinand. There must then 
be a new joint body with supreme co-ordinating and coercive 
authority. Now Mr. Cole seems aware that this suggestion lays 
him open to the criticism that he has expelled the State by the 
door only to re-admit it through the window ; but he appears to 
be satisfied that he has disposed of this criticism by pointing out 
certain important differences between his joint body and a voca- 
tional second chamber as ordinarily conceived. It is difficult to 
regard this as convincing. One cannot but feel that if the plain 
man were asked to find a convenient word for a co-ordinating 
and coercive apparatus, with control not only of the “whole para- 
phernalia of law and police,” but of Army, Navy and Air Force, 
the word “State” is one which would leap to his mind ; and that 
he will be inclined to suspect that new “democratic Supreme 
Court of Functional Equity” is but old State writ large. 

It would, I think, be a real pity if this rather mystifying piece 
of iconoclasm and iconoplasm were allowed to obscure the genuine 
element of truth and value in Mr. Cole’s principle of functional 
organisation. Almost everyone agrees that the modern political 
machine is unwieldy and overworked; and many people are 
growing to think that the necessary redistribution of work, 
especially work of an economic kind, should be functional as well 
as regional. Except to incurable sovereignty-hunters, does it 
make so much difference whether the requisite process is 
visualised primarily as devolution or as co-ordination? As Mr. 
Cole himself so admirably argues in the analogous matter of 
regional federation, the question is chiefly one of method and 
dependent on our starting-point ; and, after all, our starting-point 
is the twentieth century and not the thirteenth. The important 
thing, surely, is to get on with reasonable experiments in func- 
tional organisation and control, without complicating the issue 
more than need be by a State-hatred which may become as meta- 
physical and inconclusive as the State-worship of the poor ultra- 
Hegelians on the door-mat. D. H. Ropertson 
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Securing the Initiative of the Workman. By Rosert B, Wo tr, 
M.E. (American Economic Review, Vol. IX., No. 1. 
Supplement, March, 1919.) 


Non-Financial Incentives. By Roserr B. Wor. (American 
Society of Mechanical Engineers. 1918.) 


Modern Industry and the Individual. By Rosert B. Wotr, 
M.E. (Reprinted from System, January and February, 
1919.) 


THE writings of Mr. R. B. Wolf, scattered among the pub- 
lications of American scientific societies and technical journals, 
are at present little known in this country, but it is to be hoped 
they will become more easily accessible, for they contain much 
that is suggestive, and might be helpful in the present critical 
conditions of industry. Mr. Wolf, a member of the American 
Society of Mechanical Engineers, and manager of a pulp and 
paper-making works, contends that the present labour unrest is 
due to repression of the creative instinct in the workman. Modern 
industry “is primarily concerned with individual effort”; the 
creative power which sustains our civilisation resides in the 
“originating, selecting, and adapting faculty of the human intel- 
lect’; and (here is a fundamental point) the creative faculty is 
not confined to a few individuals in charge of our industries, but 
is common to all mankind. Under the modern disposition of 
things, however, industry is controlled by a few persons whose 
contact with the actual work becomes increasingly remote. The 
majority of workmen are employed on processes which require 
little or no thought, and they are prevented from using their 
brains at their work. Just so long as this continues, Mr. Wolf 
avers, we shall have industrial unrest. The workers’ higher 
faculties are left unused, with the result of discontent, reduced 
output, or sabotage. The creative faculty cannot be really sup- 
pressed, it is deflected into useless or destructive channels. 

It is easy to agree to this diagnosis of the malady, but much 
less easy for the ordinary observer of industrial evolution to see 
where the remedy is to come from. Modern industry, with all 
its evils, is necessary to the modern world, and we cannot go 
back to the Middle Ages, although we may recognise that their 
institutions were in some respects socially more desirable, Mr. 
Wolf, however, asserts, with a wealth of practical experience to 
back his theories, that creative work can be done in modern 
industry, and that the best results in production are to be 
obtained, not by the subjection of the individual, but by calling 
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his will and intelligence into activity. ‘The problem of social 
organisation is “how to organise society upon the basis of respect 
for the individual.” The well-worn illustration of the policeman 
controlling street traffic is given a new and happy turn by the 
remark that the traffic at each crowded city crossing cannot be 
regulated from the City Hall; it requires an individual in the 
congested spot to deal with each practical situation as it arises, 
“and upon his powers of observation and selection depends the 
orderly flow of traffic.” A description is given of the results of 
introducing progress records into a certain process, known as the 
sulphite process of the wood-pulp industry. The wood chips are 
“cooked ”’ in huge “digesters,” 50 ft. high by 15 in. diameter, 
by the use of steam pressure. Skill in “cooking” consists in the 
proper control of the relief valve, and the aim is to secure the 
maximum yield from the wood used and a uniform quality of 
pulp. Both these ends were materially furthered by a systematic 
and detailed publication of costs for the workmen’s information. 
The men thus got a clearer view of what they were doing, of their 
own progress, and of the work as a whole. Their interest was 
evoked, their pride in production stimulated, and, what is more, 
their minds were set to work to desire new and improved methods 
and mechanical devices. 

We are, of course, familiar in this country with schemes for 
democratising the control of industry, but it is something of a 
novelty that so powerful a plea should come from the employers’ 
side. It is also interesting, in view of Labour opinion on the 
subject, to note that the system does not involve “payment by 
results.” On the contrary, salaries and wages on this plan are 
all on a monthly, weekly, or hourly basis, and arranged in concert 
vith the labour organisations concerned. 

The value and originality of these papers consists in the new 
significance given to the psychology of the worker, and also in 
what may be described as the ardent practicality with which the 
idea is worked into the technical details of the industry. 

B. L. Hvutcuins 


National Guilds and the State. By S. G. Hosson. (London: 
G. Bell and Sons. 12s. 6d.) 

THE Industrial Guild ideal is attractive to people whose outlook 
on life is widely divergent. It appeals to the revolutionary syn- 
dicalist, to friends of handicraft, and to many who desire to see 
the industrialism of to-day transformed so that it shall function 
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more satisfactorily educationally and economically. It is a mild 
term, and does not suggest either bloodshed or barricades: its 
goodwill is, therefore considerable. 

What is the explanation of this catholicity of support and 
sympathy? It surely must be that the ideal does not mean the 
same thing to different people. It is all to the good, therefore, 
that the chief apostles of the movement should elaborate their 
theories and plans. In Part I. Mr. Hobson seeks particularly to 
show the relationship of the Guilds to the producer, the consumer, 
and the State. 

Part II. deals with the transition issues, and finally gives us 
Mr. Hobson’s creed under the title of ‘‘ I believe.’” Whilst com- 
mending Mr. Hobson’s industry in seeking to clear up difficult 
points, one must confess to a feeling of disappointment. The 
author appears to think it sufficient on important issues to give 
us his dogmas without supporting evidence. Faith should not be 
a substitute for truth in human affairs, but founded on it. For 
example, in dealing with the problems connected with the pro- 
ducer or worker, he says :—‘‘ The solution can only be found in 
one direction, and that the most natural: in the control of the 
workshop by the workman himself. With that end attained he 
will know from bitter experience how most humanely and 
therefore most fruitfully to order, to change, or to abolish work- 
shop routine. When the craftsman reaches that stage, he will 
be in a position to refuse to produce commodities whose poor 
quality offends his self-respect; he will indignantly reject any 
and every form of adulteration. Whatever he produces will be 
carefully calculated, and even guaranteed, to be the requisite 
standard and quality.” 

Mr. Hobson would agree that one of the justifications for 
faith in the far-reaching changes he proposes is that the asser- 
tions made in the paragraph quoted are true. They are key as- 
sertions. One searches the 400 odd pages in vain for evidence 
supporting any one of them. We are told that Guilds are the 
fogical outcome of wage abolition, and that this means that the 
proletarians, by securing a monopoly of their labour, have deter- 
mined that they will no longer sell it at a commodity valuation. 
They are to have ‘‘ pay—pay, not wages, observe, please.”’ 

What does this mean? 

In reply to the suggestion that when each Guild has secured 
the complete monopoly of the labour involved in carrying on the 
“function” for which it is responsible, there might be a clash 
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of interest between the members of one Guild and another. Mr. 
Hobson says :—‘‘1f I make cotton goods, I want machinery, 
coal, buildings, labour... . If the element of profit be 
eliminated, and I know that these commodities are at my dis- 
posal at cost price, in what other way are our interests opposed ?”’ 
It would seem, then, he naively adds, that objections to Guild 
theory ‘‘melt away under examination.’’ What does “‘ cost 
price ’’ mean in this connection ? 

A not inconsiderable part of the book is devoted by Mr. Hobson 
to combating the point of view of his fellow-Guildsman, Mr. Cole, 
in regard to the State as representing the consumers, and the 
Guild Congress as representing the producers. Apparently Mr. 
Cole has been influenced by the ‘* misapplied activities of the 
Fabian Research Department,’’ and advocates ‘‘a system in 
which the right of the producer to control production and that 
of the consumer to control consumption are recognised and estab- 
lished.’” Mr. Hobson finds it ‘‘ impossible economically to dif- 
ferentiate”” between the two processes of production and con- 
sumption. 

Mr. Cole, by way of illustrating his position, 
State, as the representative of the consumers, to be dissatisfied 
with the price charged for pots and pans; the appropriate depart- 
ment would complain to the Guild representing the sheet metal 
workers. The answer comes back that the high price is due to 
the charges of the Iron and Steel Guild for tin plates; the State 
next takes up the matter with the Iron and Steel Guild, then, 
failing satisfaction, to the Guild Congress, and, if necessary, to a 
joint section of State and Congress.”’ 

Mr. Hobson is not unnaturally alarmed at this circumlocution, 
and says: “If Guild organisation were incapable of settling such 
a trivial problem, its personnel would be unequal to the task of 
administering a hardware shop, not to mention a Guild.’’ Might 
it not be well for both Mr. Cole and Mr. Hobson to try their 
theories on the “‘ hardware shop’”’ scale of enterprise first, and 
reason up to the larger proposais from that experience? After all, 
one can get a fair knowledge of the conduct of bees without having 
under observation all beehives in the kingdom. 

Mr. Hobson seeks to establish ultimately for each “function ” 
a Guild having a complete monopoly of the labour interested, the 
material of all the Guilds being vested in the State. In this con- 
nection, we are given no evidence drawn from experience as to 
how monopolies of this kind behave. Human nature may have 
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changed and be changeable, but historical records would surely 
throw some light on the subject. Man does not so much differ 
from his ancestors as to lead us to suppose that, under substan- 
tially the same temptations and opportunities, his conduct would 
be fundamentally different. 

As a preliminary to the formation of sound conclusions con- 
cerning the National Guild proposals put forward by Mr. Hobson 
and his friends, should we not have before us the results of a 
careful and scientific examination into the doings of Guilds, or 
associations approximating to Guilds in the past? How did they 
behave towards the then new ideas, the application of which has 
since changed the face of the world? Why did they come to an 
end? We do know, for example, in the case of the great inventor 
James Watt, that although there was no other mathematical 
instrument maker in Glasgow in 1756, the Corporation of Ham- 
mermen refused permission for him to settle there, not being the 
son, or son-in-law, of a burgher, and not having served his appren- 
ticeship to the craft within the borough. Fortunately, the Univer- 
sity of Glasgow stepped in and made him mathematical instru- 
ment maker to the University, and provided a workshop in which 
he could give play to his genius. It is a question of profound im- 
portance as to how far these attempts to dragoon men into organi- 
sations, whether capitalistic or labour, are anti-social in their 
effects. 

It is true that large numbers of those who sympathise with the 
ideal of Industrial Guilds (included in which is the reviewer), 
desire to advance by experiment and reason. On the other hand, 
it must not be overlooked that at the other extreme there are 
those prepared to use the strike weapon, to gain control over 
industries. Workmen who dislike the use of trade organisations 
for this purpose are nevertheless impelled to remain members on 
pain of being treated as ‘‘ blacklegs,’’ concerning which Mr. 
Hobson’s fellow-Guildsman--Mr. Cole—says: “It is not, as a 
rule, wise to offer physical violence to blacklegs; but there is 
nothing wrong about it except in the eyes of the law and middle 
class. The only argument against it is that it does not pay!”’ 

The members of the National Guilds under such inspiration 
would probably not have a very deep and abiding love for free- 
dom. There is suggested the adoption, in regard to industrial 
questions of to-day, of the methods in vogue in the dark ages for 
securing uniformity of opinion. 

It is difficult to understand upon what the confidence of Mr, 
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Hobson in the wise and beneficial conduct of the monopolies he 
would create is founded. A more hopeful way of advance would 
seem to lie in the direction of providing increasing opportunities 
for the new spirit to express itself in developing constitutionalism 
in industry. Is not partnership, rather than monopoly, the key- 
word, if there be one in industrial as well as international 
problems ? 
Henry VIVIAN 


Empire and Commerce in Africa. By LEoNARD Woo.r. (Labour 
Research Department and Allen and Unwin, Ltd., London. 
Pp. 368.) 

THE Labour Research Department is rendering a great service 
to the Labour movement and to the general public in facilitating 
the publication of such a volume as this, which, although, perhaps, 
rather dull in places, and stressing too strongly the culpability 
of the few in authority, nevertheless does attempt to bring within 
the realm of general discussion that most important aspect of a 
nation’s affairs, its foreign policy. 

This work is a historical study of “economic imperialism” as 
applied to North, Eastern and Central Africa, in which, starting 
from the basis that the State, since 1880, has been the power of 
the community organised, consciously or unconsciously, for the 
pursuit of economic interests, and claiming that the ‘“Chamber- 
lain” conception of “commerce as the greatest political interest” 
has dominated foreign policy, the writer contends that recorded 
history reveals the “logic of beliefs and ideals” and not of “facts 
and events,” and that only by a change of outlook can past evils 
be rectified. This contention fails to appreciate that “facts and 
events” react on “beliefs and desires”—for instance, environ- 
ment—and to that extent possess a logic of their own. One would 
have thought that a soi-disant Socialist would have seen that his 
premise was modified by the natural laws governing evolution, 
and still more by the fairly general Socialist assertion that a 
man’s outlook is moulded largely, if not entirely, by his sur- 
roundings ; for these surely are “facts.” 

Further, the reluctant pessimism which sees little hope for 
real improvement until a universal change of mind has been 
accomplished scarcely becomes a “ Labour ”’ writer and a democrat ; 
for it is unlikely that the desired “social revolution’ (of mind) 
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will precede the return to power of a Labour Government. We 
are thus confronted with the proposition that real democracy in 
foreign policy is, at present, impossible, and that what is needed 
in this, as in other realms of government, is a statesman who 
shall formulate and materialise the unexpressed impulses of the 
people. But this is rank individualism and conservatism ! 

Since the French conquest of Algeria in 1830 the ideas of 
“sentiment and strategy” that governed early expansion have 
been succeeded by the desire for (1) colonies for surplus popula- 
tion (up to 1880-90); (2) colonies of exploitation (after 1890). 
The real race for the partition of Africa began in the decade 
1880-90, since when (up to 1914), to the British Empire three 
and a quarter million, to the French four million, and to the 
German one million square miles have been added. 

The writer details the succession of events leading to the 
absorption of Tunis by the French, of Tripoli by the Italians, of 
East Africa and Somaliland by the Bntish, Germans, French and 
Italians; and outlines Abyssinia’s struggle to preserve her inde- 
pendence. European policy seems to have been dictated by three 
main assumptions: (1) A European is not under his country’s 
control; (2) nevertheless he is to be protected; (3) one nation’s 
gain is another’s loss. The work of explorers like Stanley and 
Peters; treaties with the natives embodying concessions wrung 
from the natives by the oppression of their rulers, followed by 
risings and by the excuse for armed intervention and conquest to 
restore “law and order”; the granting of rights to Chartered 
Companies, through which influence can be exerted over Govern- 
ments by financiers ; these and other methods of penetration have 
characterised the European invasion ; and to-day, in British East 
Africa, for instance, no black man has any legal title to land or 
property, the native is restricted to his “reserve” (the best land 
having been taken by the settlers), indentured labour is prevalent 
and illiteracy maintained. 

The mutual jealousy of the Great Powers is manifest through- 
out this scramble for “spoils and hegemony ” ; and an interesting 
commentary on that delicate construction, the “balance of 
power,” and on the diplomacy by which it was preserved, is the 
statement of M. Hanotaux, the French historian, in 1912, that 
there was likely to be a great struggle between France and Italy 
to decide the control of the Tunis “hinterland” and the caravan 
routes through Ghadames and Ghat to Lake Tchad and the Gulf 


of Guinea! 
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In examining proposals for the future administration of 
African territory, Mr. Woolf disposes of Sir H. Johnston’s con- 
tention that the administration of the Congo Free State provides 
a conclusive argument against the efficacy of international con- 
trol, by showing that the Berlin Conference did not provide for 
the control of the Congo Association, and therein failed in its 
purpose. 

The treatment of internal social questions reacts on foreign 
policy, and (the author argues) we should cease to regard the 
colonies as “a reservoir of raw materials and a market for 
exports.” In order to prove that control by a country of African 
territory is not essential to, and often does not secure, this, the 
trade returns of 1898-1913 are analysed; by which it is shown 
that, in the case of Germany for example, her total colonial 
trade merely equalled that with the British Malay States and 
was but one-twelfth of that with British India. It is a fact that 
quad States, the cost of administering a colony often exceeds the 
revenue extracted. Further, British East Africa, with a popula- 
tion of four million natives, badly paid, and a few hundred whites 
cannot assist the British worker appreciably by providing a 
market for exports; besides, the Colonial trade is manipulated 
by traders and financiers who, naturally, always buy in the 
cheapest and sell in the dearest market, wherever that may be. 

British administration is admitted, with all its faults, to have 
been the least harmful to the natives’ welfare, although the Paz 
Britannica imposed by the field-gun is not the ideal method of 
inspiring confidence and spreading the blessings of civilisation. 
Imperialism is a wrong basis for a colonial policy, but we cannot 
retrace past steps. What, then, shall we do? 

Mr. Woolf throws up the sponge and offers no new practical 
suggestion, vaguely expressing the hope that the League of 
Nations or some kindred body will effect some amelioration. 
“You cannot,” he says, “combine a League of Nations in Europe 
and America with the ideals of ‘ economic imperialism’ in Africa 
and Asia.” But that is where he errs, for that is precisely what 
will happen till the “new outlook” is experienced ; for it is only 
by slow steps and by using the machinery to hand that progress 
is really accomplished. 

It is obvious that all intending statesmen and politicians should 
henceforth master, at any rate the elements of economics, geo- 
graphy and psychology, if the errors of the past are not to be 
repeated. Francis E. LAWLEY 








240 THE ECONOMIC JOURNAL [JUNE 


The Taxation of Mines in Montana. By Louis LEvingE, Ph.D. 
(New York: B. W. Huebsch. 1919. Pp. 141.) 


THIS monograph is one of a number of studies on taxation 
undertaken, at the request of the State Chancellor, by members 
of the staff of. the State University of Montana. For several 
years past, taxation problems have sharply divided the two main 
political parties in the State legislative bodies, and feeling runs 
high between the small property-owners (represented mainly by 
the farmers and agricultural societies) and the large mining cor- 
porations. Each of these interests asserts that the other is not 
bearing its fair share of the growing tax burden of the State. 
It was only to be expected, therefore, that the author of this work 
should have incurred the displeasure of the mining companies in 
advocating as he does that they should be assessed on a different 
and stricter basis than at present. ‘These corporations were 
sufficiently powerful to prevent the publication of this pamphlet 
in the ordinary University series along with the others prepared 
by the Department of Economics, but they failed in an attempt 
to bring about the author’s dismissal from his chair, for, after a 
suspension of several months and an investigation into a charge 
of insubordination, largely turning on personal questions, he was 
reinstated without loss of salary or status. 

The Constitution of Montana prescribes in some detail the 
method by which mines are to be taxed, and thus prevents the 
legislative bodies from dealing with the problem of mine taxation 
otherwise than in a very partial and restricted manner. The 
value of a mine for purposes of taxation is prescribed, partly by 
the Constitution and partly by legislative enactment, to be the 
price paid to the United States Government for the surface area 
plus the independent value of the improvements plus the “net 
proceeds” for the year. On this assessment the general property 
tax rate is imposed. ‘Thus the Montana mines are taxed under 
the system of the general property tax, but a large part of their 
assessed value is really income rather than property. The Con- 
stitution admits of the legislative bodies and their tax commis- 
sions altering the method of calculating the value of the item 
“net proceeds” so as to treat it as income, and tax it accordingly. 
In one part of his work the author seems to advocate this course, 
but his conclusions generally seem to incline towards one or other 
of several carefully constructed systems by which the capital 
values of mines may be much more accurately assessed for the 
purposes of the general property tax than by the present system 
in Montana. 
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In suggesting that “net proceeds” might be regarded as 
income if calculated on a fair and uniform basis, the author dis- 
cusses at length two objections always raised in this connection 
—the exhaustibility of mineral resources and the special financial 
risks run by mining companies. Just as any non-mining busi- 
ness enterprise, assigns part of its earnings each year to the 
renewal of the exhaustible portion of its capital, so a mining 
company ought either to devote a part of its annual earnings to 
acquiring new mining properties, and thus prolonging the life of 
the enterprise or to make provision for the redemption of its 
capital by means of a sinking fund. Moreover, mining corpora- 
tions in the United States do this already, for the purposes of the 
Federal Income Tax Law, which prescribes how allowance for 
depletion is to be made and how dividends which are profit are 
to be distinguished from dividends which are capital returned, 
and the Anaconda Copper Mining Company, which pays almost 
80 per cent. of the total tax collected from mines in Montana, 
publishes accounts from which these items can be readily ob- 
tained. To the contention that mining is a more speculative 
industry than any other and ought therefore to be placed in a 
class by itself, the reply is made that in recent years failures in 
mining have not been more frequent than among ordinary indus- 
trial companies, and, in fact, are becoming proportionately fewer 
owing to the employment of more skilled engineers and geologists. 
A short summary is given of the report on mine taxation pre- 
sented to the annual meeting in 1913 of the National Tax 
Association, a body composed of economists, lawyers and tax 
officials. Three methods of mine taxation, which do not involve 
the necessity of placing a value on the mining property, are 
reviewed in turn—the tonnage tax, the tax on gross earnings, 
the tax on capital stock. Though easily administered, these 
methods have been almost generally discarded in the United 
States after actual trial, and now the method most extensively 
used is that of the general property tax. The great difficulty in 
the latter system, the difficulty of assessing the value of a mine, 
is now in a fair way to solution, owing to the skilful work of 
Mr. J. R. Finlay, an engineer employed by the States of Minne- 
sota and Michigan to appraise their iron, copper and other mining 
undertakings. Mr. Finlay’s method, the ad valorem method, 
assumes that the value of a mine depends on a certain number 
of factors, such as average cost of securing the products of a 
“mine, average price at which these products can be sold, the rate 
of production of the mine, the time for which that output can be 
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maintained, the rates of interest to be allowed, etc. Of course, 
even in this there is a large element of guesswork, but it is 
claimed that it is at least ‘diligent and scientific guesswork.” 
The application of this ad valorem method is not always prac- 
ticable, and the procedure devised to take its place consists in 
valuing a mine by multiplying net earnings by some definite 
factor. In Arizona the average annual net earnings (no deduc- 
tion being made for mine depletion, interest charges, new con- 
struction or acquisition of new real estate) for a period of four 
years is taken, and this amount is assumed to be 15, 20, 25 or 
334 per cent. of the value, according to the position of the mine 
in a carefully graded classification. The assessment of non- 
producing mines raises problems not met with in the case of 
mines already working, but in all the States the tendency is 
towards conservative treatment and the postponing of the full 
possible claim of the State until knowledge of the resources can 
be obtained from actual working. Under any system of mine 
taxation fair and accurate assessment can be helped considerably 
by careful and uniform accounting by the mining corporations. 
At the present time the State tax commissions are receiving much 
help in this direction as a result of the requirements of the 
Federal Income Tax Law of 1916 with its amendment of October, 
1917. Montana, in consequence of its constitutional limitations, ° 
must lag behind the other States in tax reform, and will need 
to have a vote by the people at a general election before the 
necessary amendments can be carried. Meantime, teachers in 
the State University will scarcely be in as unfettered a position 
as their colleagues elsewhere in discussing problems of taxation 
which involve the interests of powerful corporations possessing 
large political influence. Perhaps, however, there is little ground 
for any fear that the author’s experience may be repeated, either 
in his own case or that of any other member of his faculty. 
J. G. SMITH 


Working Life of Women in the Seventeenth Century. By ALICE 
CuaRK. (London: George Routledge and Sons, Ltd. 1919. 
Pp. vi+335.) 

THE deterioration in the economic status of women, which 
took place in England in the seventeenth century, is the subject- 
matter of this volume. Miss Clark argues that under a system 
of “domestic industry,” where goods were produced at home for 
the exclusive use of the family, and under “family industry,” 
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where the entire household, directed by the mother, produced 
goods for sale, the position of women was an honourable and 
respected one. Their economic value was unchallenged, and their 
husbands relied on them to contribute to the support of the 
family. Under the capitalistic régime, on the other hand, women 
sank into a condition of economic dependence. The position of 
the woman wage-earner was deplorable, while in the home the 
wife was practically an unpaid domestic servant. 

In the preface to the volume the writer tells us frankly that 
the theories with which she began her task of investigation, were 
abandoned in the course of her researches, and this is perhaps 
responsible for a certain lack of clearness left on the reader’s 
mind with regard to the main issue. Throughout the book it 
would seem that Capitalism must be the scapegoat for the un- 
doubted deterioration in the economic position of women—for the 
change from the robust independence of Elizabethan womanhood 
to the vapours and ineptitude of the ladies of the Restoration. 
The wife of the enriched capitalist lost the tradition of work, the 
wife of the journeyman who could not become a master, never 
had a chance, and gradually the woman who was “free of her 
husband’s gild”” dropped out of the economic structure of society. 
So far Miss Clark has made her point. She seems, however, to 
recede from it, when she admits that the exclusion of women 
from skilled work was caused in the first place by lack of 
specialised training, and was not the necessary result of 
Capitalism. 

The life of women under the gilds, as drawn in this volume, 
was full of useful and varied activities, but it does not appear 
that the wife occupied any position other than her husband might, 
either from inclination or force of circumstances, assign to her. 
She was essentially a helper, and, as Miss Clark points out, her 
function was generally in those branches of work which required 
general intelligence rather than specialised knowledge or skill. 
The progress of industry and trade, the increase of specialisation, 
and the rise in standards of productivity, as well as the shifting 
of the scene from the home to the factory, were bound to tell 
against the woman with family claims and ties. It was impos- 
sible to serve two masters when one of them became so increas- 
ingly exacting. 

The conclusion which emerges most clearly from Miss Clark’s 
book is that the economic position of women, who had no voice 
in the management of their lives and affairs, was completely at 
the mercy of external happenings. Custom and the immediate 
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needs of the family seem to have decided their fate, and economic 
independence could not be attained without a much greater degree 


of personal liberty than the seventeenth century was ready to 


approve. H. REYNARD 


Die Gerechtigkeit der Besteuerung: eine Analyse der Steuerprin- 
zipien auf Grundlage der Grenznutzentheorie. Von ERIK 
LInDHAL. (Lund: Gleerupska Universitets-Bokhandeln. 
1919. Pp. 226. 8vo.) 

TAKE a student in the law faculty who is about to prepare a 
doctor’s thesis, impregnate him with a strong dose of German 
metaphysics, shut him up with the works of a hundred and fifty 
authors, and set him to examine their views upon justice in taxa- 
tion. If he is of an acutely dialectical turn you may expect such 
a volume as the present. If it is written in Swedish and trans- 
lated by friends into German, you must not be surprised if the 
translation, in the words of the old rhyme, “makes that darker 
which is dark enough without.”’ 

The theory of marginal utility with its refinements is adopted 
as the touchstone of justice—a somewhat trying topic for a novice 
in the lists. The author tilts courageously, almost fiercely, 
against all comers. Our American friends describe certain objects 
and statements as “foolproof,” and there is a good deal of financial 
literature which will not stand so severe a test. Perhaps it would 
be more polite to say that the author examines a large number 
of statements to see whether they are “‘lawyer-proof,” and finds 
them wanting. In a great many instances the author and the 
critic are in virtual agreement as to substance, and there is no 
addition to our stock of knowledge by a process which makes an 
uncharitable interpretation of the text in order to belabour it. 
Life is not long enough for us to express, either in speech or in 
writing, all the limitations and reservations which we leave 
implicit in our statements. 

It would be ungracious not to add that the author has mastered 
his material in a promising manner and displays considerable 
critical acumen. ‘The assertion that just taxes are impossible 
without a just distribution of wealth and of political power will 
come with a shock to the majority of readers; but as the author 
does not venture upon the perilous quest of defining these just 
distributions of wealth and power, we are reminded of Boswell’s 
observation when Johnson was interrupted in answering a ques- 
tion as to our future state: “To my lasting regret he left the 
subject in obscurity.” Henry Hiacs 











NOTES AND MEMORANDA 
UNEMPLOYMENT IN EASTERN CANADA 


THE student of unemployment in Canada must face a pre- 
liminary difficulty. Current discussion of unemployment relates 
almost wholly to settled industrial countries. It gives a perspec- 
tive of these countries, not always useful elsewhere. Different 
districts in Canada have reached very different stages of develop- 
ment; and an inquirer fresh from the treatment of English 
unemployment problems must be ready to shed his prepossessions 
when approaching Canadian conditions. 

Even American experience is a halting guide. For certain 
great changes, which after three generations are still incomplete 
in the United States, are occurring in Canada far more rapidly. 
The forces which since 1880 have transformed the character of 
immigration, the relatively late growth of Canada, the smallness 
of the native population, have combined to hasten these changes. 
The kindred Canadian problems of immigration, unemployment 
and assimilation are not only comparatively new, but of a special 
urgency. 

The reaction on the labour market of the great extremes of 
climate found in Canada does not make their solution easy. Thus, 
in June, 1917, no less than thirteen thousand workers were 
employed in the canning and preserving of fish. In October the 
number had fallen below 5,000, and in December was only 2,355. 
“On an average,” says the Dominion Bureau of Statistics, “‘each 
of the establishments worked full time 111 days, part time 10 
days, and was idle 183 working days.”' All outdoor industries 
are affected by the seasons, and navigation on the Great Lakes 
entirely ceases in the winter months. 

Adequate public organisation of the labour market involves a 
dovetailing of seasonal employments far more extensive than in 
England. This is hampered, but not prevented, by the frost of 
winter. For some years past at points as distant as New Bruns- 
wick and Saskatchewan, experience has shown that certain kinds 
of construction cost little, if anything, more in winter than at 
other times. Excavations in earth and rock are held in place 
by the frost and do not need to be shored up. Tunnelling can be 
done in severe weather with little more cost than in summer. 


1 Labour Gazette (Ottawa), Jan., 1919. 
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Programmes of construction, which will make for continuous 
employment, are, however, very rare. Variations in the number 
of municipal workers paid by the day or week are at present very 
large. The gross monthly change in the number of such tem- 
porary workers, employed by the cities of Montreal, Toronto, 
Hamilton, London and Ottawa, averaged during 1918 almost 
18 per cent. of the number on their pay rolls.! 

Existing information may be thought to suggest that Canada 
has been less subject than older countries to periodic trade depres- 
sion. The Clearing House statistics of the present century record 
a series of downward fluctuations in Canada noticeably smaller 
than the corresponding English fluctuations. Nevertheless, the 
depression immediately preceding the war, so far as it could be 
compared directly with depression in other countries, caused a 
proportion of unemployment that was unequalled elsewhere.’ 

The psychological forces which aggravate depression are in 
any case likely to be strong in countries which import capital. 
Investment combines with immigration to create a demand for 
goods, which does not immediately depend on the demand of the 
native consumer. Producers of a certain type lose sight of the 
condition on which development is based. It is a natura] assump- 
tion that the steadily growing demand for goods is a permanent 
faqtor making for prosperity. Such a belief, of course, brings its 
own Nemesis, and was in some measure responsible for the 
depression of 1913-1914. 

If Canadians do not always appreciate these risks of unem- 
ployment, immigrants are still more ignorant. Knowing neither 
what it costs to settle, nor even, sometimes, where to find employ- 
ment in their trade, they bear the brunt of suffering when times 
are hard.° 

Inevitably, therefore, the miscellaneous opportunities of town 
life make a powerful appeal. Congestion in the cities has, indeed, 
everywhere been a feature of the New Immigration; and the 
larger the city the greater its attraction for the Latin, Slav and 
the Jew. In Canada municipal bodies have rivalled one another 
in bidding with privileges and concessions for more factories and 
railways. Manufactures have been fostered by the protection of 


1 Labour Gazette (Ottawa), passim. 

2 Bulletin of the United States Bureau of Labour Statistics, No, 172, 1915. 
Report of the Ontario Commission on Unemployment, Part II., chap. I. 

3 A comparison of the volume of immigration with statistics of unemployment 
shows that the British and American immigration responds noticeably to changes 
in the Canadian industrial situation: but immigration from continental Europe 


shows no immediate response. 
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infant industries. It has been no part of public policy to build 
up a foreign population in the cities; but the city growth which 
was intended and secured by the sponsors of the Canadian Tariff 
may well have stimulated the foreign element in immigration.! 

Many men with only farming experience are now found in 
the cities. Inquiries made in 1914 and 1915, at Hamilton, Port 
Arthur and Toronto, showed that as much as 60 per cent. and 
even 90 per cent. of foreigners who came under review were 
peasants who had not gone on the land in Canada.” A consensus 
of opinion on the reasons for this is an essential preliminary to 
reconstruction.” Meanwhile there is a large industrial popula- 
tion, for the most part unskilled and speaking many languages, 
whose needs must be considered. Among these there has always 
been a good deal of winter unemployment. Nor has there ever 
been a large enough export of manufactured goods to prevent the 
most acute distress whenever the nation’s capacity for factory 
production outstripped the home demand for it. Such was the 
situation in 1914 when the war began. 

In the total absence of a Poor Law there was no concerted 
policy for the guidance of local authorities. In any considerable 
city there were half a dozen public and private bodies, more or 
less directly charged to provide employment and relief. No clear 
distinction was drawn between work at wages and charity ; more 
often than not men were sent to work, not on account of their 
qualifications, but of their necessities. A familiar result was the 
gradual deterioration of the victim of these well-meant efforts ; 
and the fame of any city that offered adequate relief was noised 
abroad so quickly that it became the beggars’ Mecca. 

The first attempt to measure the problem in Canada was made 
in 1915 by the Ontario Commission on Unemployment. It was 
unfortunately unable to cover the whole of industry, and the 
task had to be limited severely. Members of the Canadian 
Manufacturers’ Association who had factories in Ontario were 
asked to state in detail the number of men and women on the 
last pay roll of each month, from January, 1912, to December, 
1914. The number of replies covered 39 per cent. of employers 
who received the circular, and represented 34 per cent. of the 
number of manufacturing operatives in the province, as shown 
by the census of 1911. 

Among the firms reporting, the average number of workers 

1 Transactions of the Royal Canadian Institute, Toronto, Vol. X., pp. 1-16. 


? Report of the Ontario Commission on Unemployment, pp. 149-151. 
2 See, in this connection, the Abstract of the Report of the U.S. Immigration 


Commission, Vol. I., p. 40, 
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employed throughout the year increased, from 1912 to 1913, by 
63 per cent. and declined, from 1913 to 1914, by nearly 16 per 
cent. The contraction of employment in the second phase was 
twice as great among the men as among the women.? 

It was decided to classify the returns by groups of industries, 
as the census returns are grouped in Canada. The result obtained 
for each group of industries could then be weighted according 
to that group’s importance in the provincial economy, so as to 
show the presumed actual diminution of employment in Ontario 
factories between 1913 and 1914. The resultant figure was 
11°8 per cent.” 

The great difference that at first appeared between employ- 
ment among men and among women found a simple explanation. 
Four groups of industries appeared to be subject to remarkable 
changes. These were—the manufacture of iron and steel products, 
of other metals, of vehicles for land transportation and vessels for 
water transportation. And less than 4 per cent. of the workers 
in these industries were women. 

The average volume of employment, in the ten groups of 
industries, which employed both men and women in large num- 
bers, was less in 1914 than in 1913, by 7 per cent. among the 
men, and 8 per cent. among the women workers. Among the 
four outstanding groups of industries, in which the risk of unem- 
ployment applied almost exclusively to men, there was a corre- 
sponding decrease of no less than 23°4 per cent. 

Since during the last five months of 1914 trade was in an 
abnormal condition of uncertainty, a further analysis was made. 
The method already detailed, was applied to the returns for the 
first half of each year. A comparison between the first six months 
in 1913 and the same in 1914 repeated the conclusions of the 
former study. The weighted table showed a decline, in the four 
selected groups of industries, of 17} per cent., and in all the 
fourteen groups of 8} per cent. ‘‘When the number of unem- 
ployed during the first six months of 1913 is added to this figure,” 
says the Report of the Commission, “it is clear that the propor- 
tion out of work can have been little less than 11 per cent.” * 

The Canadian Labour Gazette now publishes reports from 
trade unions (with a membership of nearly 200,000) similar to the 
reports on unemployment furnished by trade unions in England. 
In addition to this, the Federal Department of Labour began in 
1919 to publish in the Press a weekly series of returns from 


1 Report of the Ontario Commission on Unemployment, p. 90. 
2 Tbid., p. 93. 3 Ibid., p. 98. 














1920] UNEMPLOYMENT IN EASTERN CANADA 249 


employers." The Department provides each employer on its 
mailing list with a card to be filled in and posted every Saturday ; 
and it is thus enabled, by the following Friday, to publish an 
estimate of the change in employment, by districts and indus- 
tries, during the past week, as well as to provide a detailed fore- 
cast of changes in the week to come. 

The haphazard arrangements for placing workmen in employ- 
ment, at the time when the Ontario Commission made its Report, 
were ill-adapted to take advantage of such a forecast on the labour 
market. An employment service for farm labourers, maintained 
by the Federal Government, was efficiently duplicated on a 
smaller scale by the Province of Ontario. But these two bodies 
were not co-ordinated. A very small provincial employment service 
in the cities of Ontario was not in touch with the municipal em- 
ployment bureaux that existed in Ottawa and Toronto. Trade 
unionists for the most part avoided such public offices as there 
were, preferring to report themselves, when out of work, to the 
business agents of their unions, who tried to find employment for 
them. Private employment agencies, working sometimes on an 
extensive scale for profit, dealt with the bulk of unskilled labour. 

Though the last named of these by no means rivalled the rich 
and elaborate agencies sometimes found in the United States,’ 
they quite overshadowed all the public employment offices in 
Eastern Canada. The profits to be made were very large, and 
for a long time they were free from supervision. In 1913, how- 
ever, a Federal Order in Council compelled them to secure a 
licence, and their operations among immigrants were subjected to 
government inspection. Grave abuses were discovered, of which 
the almost invariable victim was the foreign immigrant. Moreover, 
it was possible for any private agent to induce an immigrant to 
declare himself a citizen in order to secure employment, and 
agencies ostensibly not dealing with immigrants may have multi- 
plied abuses. In 1914, therefore, the Legislature of Ontario made 
a provincial licence obligatory for all employment agents in that 
Province. 

Not only has the private agent been brought under control. 
He has now to meet with effective competition. In 1916 the 
shortage of labour in munition factories made it essential to look 
for a new source of supply. The Government of Ontario replaced 
the part-time salaried employment agents, who had existed in the 


1 See the Labour Gazette (Ottawa) for October, 1919. 
2 See the Report of the Mayor's Commission on Unemployment, Chicago, 1914, 


pp. 48, e¢ seq. 
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larger cities, by setting up bureaux with an adequate staff. These 
served their immediate purpose by selecting women fitted for 
munition work, and in 1917 were called on to do the same for 
agriculture. Their success in dealing with the day-to-day require- 
ments of employers appears to have won for them a considerable 
measure of public confidence. 

Meanwhile the Government of the United States completed 
its scheme for the federal supervision of State Employment 
Bureaux. The main provisions were repeated in Canada when a 
Federal Act of 1918 defined the place of the Dominion Govern- 
ment in schemes attacking unemployment. An Employment 
Service Council of Canada now represents in an advisory capacity 
the Governments concerned in this, the railways and the manu- 
facturers, the Trades and Labour Congress, and the returned 
soldiers. An agreement with the principal railways enables al! 
workmen, for whom a Provincial Employment Office finds em- 
ployment, if it involves a journey by train costing more than $4, 
to travel at a special rate of one cent per mile. The financial 
provisions of the Act, which have since been extended by supple- 
mentary vote, maintain two distinct agreements. Quebec and 
Ontario, with the Western Provinces, receive in subsidies from 
the Dominion Government a sum equal to their own expenditure 
on their employment services. New Brunswick, Prince Edward 
Island and Nova Scotia cannot at present maintain employment 
services, and in these provinces the Dominion Government is 
opening a service of its own. 

To supervise transference of labour, each province will ulti- 
mately have its Labour Clearing House. There are also Dominion 
Clearing Houses at Winnipeg, Moncton and Ottawa. 

Organised labour has watched these developments with an 
approval as welcome as it was unexpected. The labour movement 
of Eastern Canada has been suspicious of attempts by Govern- 
ment to organise the labour market. But the logic of facts was 
too strong for it. The private employment agent displayed an 
adroitness in swindling his clients which made him a _ public 
danger. In certain industries and grades of labour he had met 
with little competition till the Public Employment Offices were 
started. Even now, since there is not an effective publicity 
organisation to tell the foreign immigrant in his own language 
what the State offers him, many foreigners still use the private 
agent. Protests from organised labour, condemning his existence, 
have quickly multiplied ; and in November, 1918, these culminated 
in one of a series of resolutions jointly submitted to the Govern- 
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ment by the Trades and Labour Congress of Canada, the Canadian 
Manufacturers’ Association, and the Joint Committee of Technica, 
Organisations. This resolution set the seal of public approval on 
the Provincial Employment Services, and called for the destruc- 
tion of the private agent.1 

But the Trade Union that never concerns itself with general 
questions probably does not exist. In Canada labour has some- 
times been prone to find in land settlement the cure of unemploy- 
ment. It has, however, been under no delusions regarding the 
free grant of land that has in the past been offered to the settler. 
It demands effective safeguards for the men who “take up” land. 
Sustenance, shelter and agricultural tuition, if they cannot 
drain the cities of their “misfit” labour, can at any rate do some- 
thing to stop the drift to the cities of disappointed farmers and 
will make for proportionate urban and rural development. A 
nucleus for widespread agricultural tuition was already to be 
found in certain of the provinces. The working model for a 
scheme of assistance was provided in the legislation of Australia. 
The combination of adequate practical instruction to selected 
settlers, with provision for capital advances and an amortised 
system of repayment, was eminently suited to the times. 

As in the beginning of an employment service a war emer- 
gency served to hasten action, so did the near approach of peace 
speed the production of a new land policy. Inquiries made in 
April, 1917, among the Canadian soldiers overseas led to the 
belief that almost 100,000 of them were prepared intelligently to 
make use of such a scheme.” In the same session a Soldier Settle- 
ment Act was passed which applies not only to the soldiers and 
sailors of the British Commonwealth, but also to British subjects 
resident in Canada before the war, who served in any of the Allied 
Forces, and to the widows of those who died on active service. 

This Act grants very wide power to the Soldier Settlement 
Board of Canada. It enables the Board to expropriate land held 
privately for speculative purposes, to select and train ex-soldiers, 
to lend purchasers of land not more than $7,500, and settlers on 
free land not more than $5,000, to secure them special railway 
fares, to inspect and guarantee before purchase their livestock, 
to make arrangements for the sale of implements at special rates, 
to supervise their farming, and the building of houses on the 
farms. Up to November lst, 1919, the number of free grant 
entries was 5,246. The Board had approved 15,209 loans, 
sumounting in all to $49,041,584. 


i Labour Gazette (Ottawa), Doc., 1918. 2 Labour Gazetie (Ottawa), Jan,, 1919, 
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Apart from the Jarge number of Canadian soldiers claiming 
the 320 acres provided for them, the scheme gives safeguards to 
the British soldier-settler which did not exist before. The pub- 
licity which it receives will be the measure of its power for doing 
good. Another of the twelve resolutions jointly submitted to 
Government by the Trades and Labour Congress, the manu- 
facturers, and the technical organisations of Canada relates to the 
need for an impartial and central migration authority, to provide 
intending emigrants with accurate and unbiassed information. 
Such an authority was adumbrated in the Emigration Bill, which 
passed its second reading in the British House of Commons in the 
summer of 1918 and was afterwards allowed to lapse. 

The foreign immigrant does not directly benefit by the Soldier 
Settlement Act. It is, indeed, by no means easy to forecast the 
future volume of immigration into Canada. Resolutions passed 
at every Labour Conference witness a continued hostility of the 
Trade Unions to the introduction of coolie labour, which is very 
natural. Nevertheless, so long as the present law remains in 
force, forbidding immigration under contract, there seems to be 
no marked apprehension that the foreign immigrant from Europe 
will endanger either the standard of life or the prospects of 
employment of the native worker. 

This is partly due to the fact that most of the foreign immi- 
grants do not directly compete with the Canadian. Indeed, in 
any given industrial organisation an increase in the supply of 
labour of a certain grade, in so far as. owing to difference of 
language or training, there is not complete mobility between 
different grades of labour, may be expected, for the time at least, 
to produce an increase rather than a decrease in the demand for 
workers in other grades of labour. If this is the case a large 
immigration of workers in inferior grades may be viewed by the 
native workers of a higher grade with comparative confidence in 
the future. 

Such an opinion traverses the traditional American view, that 
immigration menaces the standard of life of the native worker, 
so causing a restriction in the native birth-rate.' But develop- 
ments in transport and communication have so much increased 
the mobility of capital, and made it so quickly responsive to fresh 
opportunity, that it may be doubted whether the conditions stil] 
exist which were assumed by Walker and his successors.” It is 
far more true to say that indirectly the foreign immigrant brings 


1 Fairchild, Immigration, ch. xi. 
2 Walker, Discussions in Economics and Statistics, Vol. II., pp. 417-426, 
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with him, to the land of his adoption, the capital that will employ 
him. ‘Temporary crises may produce a temporary shortage in any 
one of the factors of production. But, except in an emergency, 
supplies of capital, and for a long time to come of land also, can 
expand as fast as the supplies of labour. Without a sudden 
deliberate and unlimited importation of workers under contract 
(such as is forbidden by the present Immigration Act), it is hard 
to believe that immigration can produce, for any length of time, 
a diminishing return to labour. 

It is not his successful competition, but, rather, his occasional 
failure to secure a footing which constitutes the menace of the 
immigrant. Anything which makes for preventable unemploy- 
ment (and it occurs chiefly among immigrants) will react on 
Canadian society, partly through discontent and delayed assimila- 
tion, partly through aggravation of physical and mental defect in 
the forms of disease and insanity. So, too, the closeness of the 
scrutiny to which immigrants are subjected at the ports of entry 
must affect the labour market by reducing to the minimum 
unemployment which is due to personal defects. Only this 
scrutiny can prevent the transference to Canada of elements of 
society which are a permanent burden on the public purse in 
Kurope. Already the casual wards, insane asylums and hospitals 
of Canada contain a proportion of immigrants far exceeding their 
numerical strength in the country at large.! 

The problem has long passed the stage at which a single 
country can forget the common interest in considering its own. 
But the attempt of 1918 to create a Central Migration Authority 
was not successful. At present, therefore, the large issues con- 
nected with immigration must be treated as part of the Canadian 
unemployment problem. So considered, it has aspects wider than 
those of unemployment in an older country. ‘The fostering of 
Canadian citizenship by systematic education is as important as 
the lessening of industrial disturbance. Elimination of the trans- 
missible defects of immigrants takes its place beside the relief of 
destitution. Organisation of the labour market becomes part of 
the larger organisation of civic life. Fortunately for all concerned, 
and not least for the worker wanting employment, these questions 
stand outside party politics. Perhaps for this reason they may 
meet with a measure of agreement. 

GILBERT E. JACKSON 

University of Toronto. 


1 Report of the Ontario Commission on Unemployment, p. 52, and Part IL, 
ch. IT. 
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AUSTRIA AND FREE TRADE 
if 


THE present Succession States (before the war, the Austro- 
Hungarian Empire) formed a large area of free trade and above all 
of free traffic. All these Succession States taken together would, 
as regards food and the most important necessities of life, be not 
only self-supporting but, even at the present moment, they would 
be able to export. As it is they have shut themselves off from each 
other by restrictions and barriers on the frontiers, which may be 
called not only artificial, but absurd—nay, mad. 

Owing to these barriers it is impossible for the people in the 
different states to move about freely, to do business or to ex- 
change goods. It is impossible to move goods from the centres 
of supply to centres of demand. Not only each country, but every 
district within Austria proper, concentrates the whole of its policy 
upon keeping all necessary goods within its own frontiers, and if 
it comes to the exchanging of goods, requires that this be done 
through officials and through the governments. Governments can 
never do this business. As the classic on Free Trade, Lord 
Farrar, says :-— 

“very man knows better what he wants to buy and sell than 
his government can possibly know for him. He will buy and sell 
to the best advantage if left free to buy and sell as he chooses.”’ 

The country which suffers most under these conditions is 
Austria, and by retaliating she does not make things better. 
Cobden says with regard to such restrictions and barriers :— 

“A foreign tariff is one impediment; over that you have no 
power. Your own high tariff is another and a separate impe- 
diment with an additional and cumulative effect ; over this you 
have power. Remove the impediment over which you have 
power and do not wait for the removal of the further impediment 
over which you have no power. You will gain much if you do 
not gain all.’’ 

What is true of tariffs is even more true of the barriers and 
restrictions which now prevail between the Austrian Succession 
States. The only possible response Austria can give to these is to 
open up her frontiers. The free market thus created will prove 
an enormous attraction for all the surrounding countries. The 
first consequence will be that the restrictions within the Austrian 
frontiers would have to fall. It would be impossible for the 
provincial authorities, with a free market legally established by 
the central government, to prevent the people, especially the 
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peasants, from selling their products in the best market which 
will be (as in the days before the war) the big towns, which at 
the present time do not get anything from the country itself be- 
cause the authorities pay only a fraction of the true market price. 
Immediately after this the national states would have to follow 
suit. : 

If Austria were to remove all passport difficulties, as against 
the other states, all embargoes on imports and exports, then the 
populations of the other countries would, in a very short time, 
force their governments to do the same. 

Of course, over a certain time, during the period of transition, 
help from outside would have to be given to keep the people going, 
i.e. the industrial population in the big towns, until the next har- 
vest. It would mean the continuance of the support that has been 
given until now, for another six months. After that time, with free 
traffic ensured all round, Austria would be able to a great extent 
to supply herself with the necessary foodstuffs and get the rest in 
exchange for services rendered to the other States. To carry all 
this through, it would be necessary to enlighten the people and 
to explain to them the real economic situation. 

There are only two alternatives for Austria—either perfect 
freedom, free traffic, free exchange of goods, which would gra- 
dually re-establish the old economic life in all the Succession 
States, so that it would not matter where the frontiers are or 
where the coal lies and so on; or, alternatively, the maintenance of 
the present system, which would mean restricting business daily, 
continuous decrease of production, and, on the other hand, increase 
of hostility not only between the Succession States but also be- 
tween town and country, war between the different classes in the 
country and, in the end, utter chaos and ruin. 

Much food will be wanted in the Western countries of 
Europe, and the crops may just suffice to supply the demand. It 
will, therefore, be impossible for England and for other countries 
to extend food supplies to other parts of Europe for any length 
of time. But, with free exchange of goods ensured, they can 
easily be self-supporting even at the present time. 

Austria does not know the strength of her position ; weak as 
she may appear to be at the present moment in consequence of 
the restrictions and barriers that are set up on the frontiers, she 
is the country which, by her geographical situation, by her com- 
mercial forces (now paralysed), can most easily upset the whole 
system, which is bound to ruin not only herself, but all the Suc- 
cession States of the old Austrian Empire. So she could be an 
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object-lesson to the whole world, especially to Germany and Russia, 
from which countries the original disease started; the original 
disease was militarism, which translated into economic life means 
Government control and Bolshevism. Militarism, Government 
control and Bolshevism believe in the power of brute force to 
make people do things which they will only do in perfect freedom 
and if it is worth their while to do them. 


II 


Compulsory State control is ruining our production ; in fact, 
our entire economic life. The basis of our economic life in 
Austria is represented by agriculture, although the many amateurs 
and know-nothings, who nowadays keep meddling with these 
matters, will not have it so. Even more than of France, or of 
Germany, we must say of Austria: “Wealthy farmers mean 
wealth all round.” To-day our agriculture furnishes only a small 
part of the country’s needs, in consequence of compulsory State 
control, which causes a continual diminution of production and 
supplies. The greater part of the foodstuffs for the towns must 
be got from abroad. The most sensible policy would consequently 
be to increase production as much as possible, and this for two 
reasons : (1) To lessen the foreign supplies in a gradual manner, 
till they become superfluous; (2) to secure them at least with 
certainty for the time during which we cannot feed ourselves by 
our own production. To-day we are already met by great diffi- 
culties in regard to further food-credits, and are told that they 
were given under the condition that they would be paid back 
some time. Jf, however, the most important branch of produc- 
tion in a country is continually oppressed and systematically 
ruined, the credit of this country will naturally go down. “If 
you want further credits, you must deserve them. So far you 
have not shown us any plan for this, and, on the contrary, every- 
thing you do makes it impossible for you to pay in future.” 

To increase production means giving inducements to it. How 
is this done to-day in Austria, especially in regard to agriculture? 
By paying the farmer about 5 to 10 per cent. of the sum which 
his products would fetch in the world’s market. The world’s 
market price for wheat to-day is about K.24, the maximum price 
here is K.2. In England the farmer is paid K.40 for his milk ; 
here we pay him, according to the part of the country he lives in, 
between K.2 and K.4. This is not veiled, but quite open, 
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The consequence of such a system, which in reality is equi- 
valent to the methods of the Bolshevists in Russia and Hungary 
of simply robbing the producer of his products, is that the farmers 
try everything in their power to prevent the confiscation. They 
consume as much as possible themselves, feed their stock with 
the rest or sell it, if possible to illicit dealers. And, if all this is 
of no avail, they seize arms and give battle to the gendarmes and 
soldiers who try to take away from them the fruit of their labour. 
The big landed proprietor, on his part, since he can neither hide 
his crop nor fight, tills only part of his land, in order to escape 
requisitioning. For everything he delivers up means a loss to 
him. If he were to employ farm-hands at the present rate of 
wages, cultivate extensively and deliver, he would be ruined in 
no time. 

It may be granted that the present situation is a difficult one 
for the Government. ‘The masses have been fed with the most 
blatant catchwords, and, not only this, but their worst instincts 
—envy and hatred—have been roused almost officially. And now 
the ghosts conjured up will not disappear again. It is impossible 
to let the prices soar up officially overnight to their proper level 
(although this will face the officials one day in the form of a 
catastrophe) ; a period of transition must therefore be arranged. 
Reserves must be laid up for the time which will probably elapse 
till economic life has returned to fairly normal ways. As before, 
these reserves must be got partly from abroad and partly—as far 
as possible—at home. In order to get as much as possible at 
home, the State will have to pay the world’s market price to its 
own farmers as well as to foreigners ; it must buy in a free market. 

Such a policy will help our own exchange far better than 
puerile prohibition of exporting banknotes and foreign monies. 
If the farmers now received the same price as is paid abroad, 
they could be taxed, and a large part of the outlay would thus 
return in the form of taxes. In this manner the printing of paper 
money could be kept within proper limits. While the granting 
of foreign credits for foodstuffs will cease in a short time, if the 
present system of compulsory Government control, with its 
destructive effect upon production, continues, the foreign couns 
tries will, from the moment that the production shows an 
increase, regain confidence in the future of Austria, and even 
grant further credits. 

What kind of a plan has now been devised by our officialdom 
in order to increase our most important branch of production, 
viz., our agriculture? So far as can be judged from the news- 
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papers, it consists in the following: Maximum prices are to be 
kept up as before—that is, the farmer will receive only a small 
fraction of their real worth for the products he must deliver up. 
We are not informed of the scientific basis of the manner in 
which these maximum prices have been arrived at. What 
remains to the farmer over and above the contingent which he 
must deliver up he may use for himself or give to his stock, ete. 
But that which he can neither eat himself nor feed his stocks 
with, he cannot sell at will, but must again deliver it to the State, 
which will endeavour to give him in return, not money, but 
articles of necessity! To this end a new institution will be 
created, with the object of exchanging the agricultural products 
against the articles needed by the farmers. In other words, new 
departments with thousands of new officials will arise, to do what 
our ancestors did 20,000 years ago, before the use of money was 
known, viz., barter in its most primitive form. 

The following tale is now being spread: Last year the con- 
tingent system was introduced, yielding to the pressure exercised 
by the people who stand for free competition trade, but it proved 
a failure, like the former system of compulsory Government con- 
trol. This is false. Not the contingent system has been intro- 
duced, which has proved its worth in Belgium, but a very 
injurious law has been set up, which is common to it only in 
name, and, for the rest, its very opposite, indeed, its entire nega- 
tion. It was laid down that the farmers need only deliver up 
a certain contingent (which they could have done easily), the 
surplus they might use for their own and their families’ needs. 
What they neither sold as contingent nor used themselves, they 
again had to deliver up to the State at the maximum price. 

The contingent system is based upon the idea of enabling the 
farmer to recoup himself, by selling in a free market, for the loss 
he suffers from being forced to deliver up a certain quantity to 
the State. The delivery of the contingent for the State would 
have become in time a kind of tax which the farmer would have 
to pay as his share in the feeding of the needy town population. 
Later on normal conditions would have been reached again, with 
the difference that the farmer would have had to pay his taxes 
in foodstuffs, instead of in cash, as formerly. This state of affairs 
would in its turn have come to an end, for such a system of taxa- 
tion is, of course, economic folly if it lasts longer than is absolutely 
necessary. It has been kept up only in Turkey and Asia Minor ; 
all modern States have changed to a monetary basis. It is much 
more convenient for the State to receive its taxes in the form of 
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ready money, and to use this for necessary purchases, than to be 
its own produce merchant. 

The people are being told now that the contingent system 
failed, and the farmers refused delivery because they would not 
sell for paper money. This, again, is false. The farmer will sell 
everything for paper money, provided you pay him the right 
price. The State has no- need to start new fancy firms of its 
own, which only serve to augment the enormous body of officials, 
who then proceed to do business in the most uneconomical 
manner possible, at great cost and without any profit, while this 
business could be done in a manner far more useful to the com- 
munity by the people trained to it. Pay the farmer his price, 
and he will then be able to procure for himself his tools, boots, 
clothing, etc., with the money in a better and cheaper way than 
by means of bureaucratic apparatus. 

Our economic life must be rebuilt from the bottom. Its base 
is agriculture. Revive it, and you also revive trade between town 
and country. With trade and agriculture blossoming, it is easy 
to restart the handicrafts, which can be done without large quan- 
tities of coal or other raw material. As soon as these three most 
important factors, which fed the vast majority of the population 
in Austria during normal times, are in full work again, taxes will 
be paid, our exchange will rise, and with it our credit abroad. 
And, with our credit re-established, it will be easy to pro- 
vide for the necessities of our great manufacturing industries. 
Like Bolshevism, our present system tends to ruin our entire 
economic life and to spoil all our credit abroad. 

JuLtics MEIN 
Vienna. 


RECENT OFFICIAL PUBLICATIONS 
Report by a Court of Inquiry Concerning Transport Workers— 
Wages and Conditions of Employment of Dock Labour. 
House of Commons Papers, 55. 1920. 

The Court reports to the Minister of Labour that with a view to 
establishing a national minimum standard the minimum for day 
workers and piece workers shall be 16s. per day, on the basis of 
the National Agreement. This comes to £3 4s. a week if, as appears 
to the Court, the casual worker works eight half-days out of the 
possible eleven. See review on page 272. 


Forty-eighth Annual Report of the Deputy Master of the Mint (for 
1917). 


The new silver coin issued in 1917 was just above four million 
sterling, whereas the amount in 1916 was just above eight million. 
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Industrial Conference. Report of Provisional Joint Committee. 
(Cmd. 501.] 

The Committee recommend inter alia the establishment by 
legal enactment of the principle of a maximum normal working week 
of 48 hours, and of minimum time-rates of wages, universally 
applicable; full and frank recognition of employers’ organisations 
and trade unions and a permanent National Industrial Council. The 
trade unionist representatives, Arthur Henderson and G. D. H. 
Cole, append a memorandum on labour unrest, which they attribute 
mainly to the conviction of the working class that production for 
private gain is inequitable, and to the refusal of the Government and 
employers to recognise the need of a new industrial system. 


Report on Profit Sharing and Labour Uo-partnership in the United 

Kingdom. [Cmd. 544.] 

A worthy sequel to the Report on Profit sharing of 1894 (by 
Schloss), and the Reports of 1912 (and 1914). A new feature is 
formed by details relating to abandoned schemes. ‘The average 
bonus obtained is just above 5 per cent. of wages. 


Increase of Wealth (War). [Cmd. 594. | 

The Board of Inland Revenue affirm the practicability of levy- 
ing a duty on war-time wealth, and make suggestions as to the 
form which such a duty might take. The change in the value of 
money is said to afford ‘‘ no justification for a general allowance 
in determining the amount of wealth subject to the proposed duty.’’ 


Report of the Royal Commission on Decimal Coinage. [(Cmd. 628. | 


To place our currency on a decimal basis is found to be 
unadvisable. 





THE RoyaL COMMISSION ON THE INCOME TAx! 


THE report of the Royal Commission on the Income Tax is the 
first comprehensive report dealing with the subject which has ever 
been published. The committees of 1905 and 1906 were con- 
cerned with special points only, whilst the earlier committees of 
1851-2 and 1861 did little else but listen to evidence. Already 
before the War the need for a full inquiry was being felt, but the 
great increases in the rates of income tax during the War, 
together with the contemporaneous development of income taxes 
abroad, made it absolutely essential that a survey of the whole 
position should be made, so that means might be found for re- 
lieving hardships. Even before the Commission was appointed 
in April, 1919, and also whilst it was sitting, something was done 


1 Report [Cmd., 615] 38. Od. Seven Instalments of Evidence with Appendices 
[Cmd. 288—1, 2, 3, 4, 5, 6, 7], 16s. 6d. 
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in the matter of assisting certain hard cases, by extending the 
children allowance, by granting new allowances in respect of 
wives, housekeepers and dependent relatives, and by making some 
concessions in the case of double income tax within the Empire. 
Nevertheless, various hardships still remained. The particular 
points to which public attention was perhaps most directed were 
the unduly heavy burden. imposed on family men with moderate 
incomes, the great “jumps’’ in the income tax at certain points 
in the scale, the need for modifying the exemption limit, and the 
question of double taxation. 

Many people probably realized that there were other matters 
which called for attention, but I doubt if any one person had any 
conception of the immense variety of claims for relief, in one 
direction or another, which would be brought before the Royal 
Commission. Most of the 166 non-official witnesses who were 
examined by the Commission appear to have claimed some 
relief or other, generally in their own interests, or in the interests 
of the people they represented. Thus, we find manufacturers 
asking for a more generous treatment of depreciation and 
obsolescence ; mining associations seeking an allowance in respect 
of wasting assets; the Labour Party asking for a £250 exemption 
limit, allowances in respect of sickness, accident and trade union 
contributions and relief from tax in respect of sums earned in 
overtime ; school-teachers asking that outlay on agency fees and 
treated as expenses; bishops 


’ 


necessary books should be 
asking for allowances in respect of ‘official hospitality’ 
and ‘‘official subscriptions’; the clergy desiring that Easter 
offerings should be free of tax; local authorities claiming that 
public sewers should be exempt from assessment to income tax ; 
property owners asking for larger allowances for repairs ; charities 
seeking relief from tax under Schedule A, where buildings are 
both owned and occupied by charities; life assurance offices ask- 
ing that income tax on their interest should be levied at a reduced 
rate; cremation and cemetery companies claiming relief in 
respect of expired capital outlay on land and buildings; doctors 
asking for depreciation allowances on their motor cars ; women’s 
organizations claiming that a wife’s income should be treated 
separately and not aggregated with the husband’s; superannua- 
tion funds desiring that the interest on their investments should 
be exempt from tax; headmasters and the Board of Education 
seeking for larger allowances in respect of young persons receiving 
full-time education. 


Other grievances brought before the Commission, with requests 
"2 
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for relief, related to the double income tax borne by residents in 
this country drawing income from the Colonies or from foreign 
countries where income taxes exist ; to the deduction of the tax at 
the standard rate, without reliefs of any kind in most cases, in 
respect of incomes drawn from this country by British subjects 
resident abroad; to the unduly heavy burden imposed by the 
high income tax on foreign investors in British companies ‘‘con- 
trolled’’ in the United Kingdom but operating abroad ; to the un- 
happy position of agents in this country who are liable to be 
assessed for income tax on behalf of their foreign principals. In 
connection with this last point there arose what appears to have 
been the chief, if not the sole, instance before the Commission, of 
non-official evidence being forthcoming to oppose a claim for 
relief.! 

In matters not especially concerned with reliefs, plenty of con- 
flicting evidence was given before the Commission by non-official 
witnesses. Thus some advocated abolition of taxation at the 
source, and others its extension—at present some 70 per cent. of 
the tax is collected at the source; some wished to do away with 
the differentiation between earned and unearned income—a view 
which is upheld by five commissioners in a reservation—whilst 
at least one witness recommended that all earned income should 
be charged at only half the rate imposed on unearned incomes : 
private traders were very keen on co-operative societies being sub- 
ject to income tax on the whole of their “‘profits,’’ whilst the 
representatives of the Co-operative Union urged that the present 
method of taxing Co-operative Societies should be retained. 

The evidence of the various witnesses concerning Co-operative 
Societies,” including that given by Mr. Stanford London on 
behalf of the Board of Inland Revenue,’ deserves special atten- 
tion, as the subject ultimately proved to be the one about which 
least agreement amongst the Commissioners was found. To this, 
however, more detailed reference is made below. The subject of 
the £250 exemption limit is perhaps most fully discussed in the 
evidence of Mr. Sidney Webb* and of Sir Leo Chiozza Money,’ 
whilst Professor Bowley gave useful evidence ° on the general prin- 
ciples which should determine the exemption limit. Other 
evidence of particular interest, given by witnesses who had no 





1 In connection with the assessment of American meat firms trading in this 
country, the opposition coming from two large English meat firms. 

2 More especially Q. 17,324 et seg., Q. 17,612 et seq., Q. 17,924 et seg., Q. 18,372 
et seq. 

% Q. 19,419 et seq. * Q. 6,878 et seq. 

+ Q. 10,536 et seg. 6 Q. 6,601 et seq. 
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special axes to grind, was that of Professor Edgeworth! on the 
pure theory of taxation, and of Dr. J.C. Stamp? on a variety of 
topics, including double income tax and ‘‘control,’’ wife allowance, 
and the principle of graduation. Practical schemes for graduation 
were put forward by Mr. Schooling? and Mr. Zorn.* On this 
topic, as also on the subject of differentiation, special attention 
must be drawn to what may be described as the semi-official 
evidence of the Association of Tax Surveying Officers.5 The 
method of differentiating between earned and unearned income by 
means of a percentage deduction from earned income—the method 
ultimately recommended by the Commission—is suggested here 
in a modified form. Further, Sir E. EK. Nott-Bower,® in cross- 
examining the representatives of the Association with regard to 
their scheme for graduation by means of a series of ascending 
abatements, drew attention to a possible simplification of the 
scheme which provides the closest approximation to the ‘‘gradua- 
tion”? recommendations in the Report to be found anywhere in 
the seven instalments of evidence. 

Taken as a whole, the official evidence, together with the 
numerous statistical tables, memoranda, and historical notes put 
in by the official witnesses, provides by far the most valuable 
material for economists. The official evidence can roughly be 
divided into two classes: (7) that containing general information 
about the income tax and suggestions for certain reforms that 
appear desirable in the opinion of the Board of Inland Revenue or 
of the Special Commissioners and (ii) that reviewing, or replying 
to, suggestions made by non-official witnesses. This second class 
of evidence sometimes contains counter-suggestions by the Board. 
Some of the official evidence is very technical, as, for example, that 
concerned with special reliefs from income. tax introduced to meet 
war conditions,’ and with the assessment to income tax of the 
profits of breweries.* On the other hand, much of the official 
evidence is of great general interest and full of valuable informa- 
tion. Mention may be made of Mr. Hopkins’s evidence on gra- 
duation and differentiation ® and various official memoranda!’ on 
the same subject ; Mr. Spry’s evidence on the separate assessment 
of the incomes of husband and wife "; Mr. Harrison’s evidence on 
Double Income Tax,” and on undistributed profits and the 
avoidance of super-tax *; Mr. Sharland’s evidence on Income Tax 


1 Q. 11,783 et seq. 2 Q. 9,573 et seq. 

3 Q. 965 et seq. 4 Q. 24,724 et seq. 

5 Q. 25,748 et seq. ® QQ. 26,14346. 

7 Appendix, No. 50. 8 Appendix, No. 70. 

® Q. 3,966 et seq. 10 Appendices, Nos. 7a, 7b, 12, 13, 14, 49, 71. 


11 Q. 2,657 et seg. See also Appendix 7d. 17 Q. 6,297 et seg. % Q. 14,320 et seq. 








264 THE ECONOMIC JOURNAL [JUNE 


charged under Schedules A and B!; and Mr. Stanford London’s 
evidence on the Evasion of Income Tax.’ It is difficult to single 
out any particular official evidence as more interesting than other 
official evidence, as so much depends upon the particular problems 
with which the reader is concerned. Almost every topic raised by 
non-official witnesses is dealt with in the official evidence, whether 
it be the allowances for depreciation or wasting assets, the taxa- 
tion of Life Assurance Companies or of “casual profits,’’ the sim- 
plification of the forms of return, the principle of ‘‘one taxpayer— 
one assessment,” or the reform of the administration of the Tax. 
Official evidence provides a most useful supplement to nearly 
every section of the Report. 

Against the official evidence in general, it may be urged that it 
errs on the side of conservatism. This may be partly accounted for 
by the fact that people who have devoted the best years of their 
lives to administering a great undertaking are hardly likely to 
welcome radical changes in the system to which they are accus- 
tomed. But it is probably accounted for to a greater extent by 
the sweeping character of the reliefs and reforms advocated by 
non-official witnesses. In the interests of the Revenue it was 
absolutely essential to oppose many of these reliefs and reforms, 
as hardly any of the suggested alterations offered prospects of 
additional revenue, whilst many of them would have cost the 
Revenue large sums. The representatives of the Board of Inland 
Revenue, realizing how great the need for revenue is, had little or 
no option but to resist many of the proposals. Had the financial 
conditions of the country been better and had the alterations 
suggested been rather less numerous and less sweeping in charac- 
ter, they might have received more sympathetic consideration 
by the official witnesses. 

Whilst the Commissioners in the main have upheld the prin- 
cipal contentions of the official witnesses—‘‘our recommendations, 
though numerous and far-reaching, do not amount to a suggestion 
for any fundamental change in the nature of the tax’’—they have 
by no means accepted all the views and suggestions put forward 
on behalf of the Board of Inland Revenue. The central feature 
of the Report, the new scheme for graduation and differentiation, 
is certainly not based on suggestions contained in the official 
evidence. There are minor matters, too, on which the Com- 
missioners have not accepted the views of the Board, e.g. that 
allowance should be made to teachers to the extent of the Tax on 
£20 (as a maximum) for the cost of necessary books,’ and that the 


1 Q. 20,915 et seq. 2 Q. 12,376 et seq. 
3 Report, § 236 (a) and Appendix No. 63, § 5. 
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annual instalments repayable to Queen Anne’s Bounty in respect 
of loans granted to an incumbent’s predecessor for the purpose of 
the repair of the incumbent’s dwelling house should be allowed 
as an expense.! 

Of the problems considered by the Commissioners, those con- 
cerning graduation, differentiation, exemption and allowances 
will no doubt excite the most general interest, as the proposals on 
these matters affect all sections of the community with an income 
of £130 and upwards. The suggestions of the Commission on 
these points provide solutions simultaneously for the excessive 
burden on the married man with family responsibilities and for 
the “jumps” in the income tax at certain points in the scale. 
These “jumps” were due (1) to increases in the rates applying to 
the whole income at £500, £1,000, £1,500, etc. ; (2) to the reduc- 
tion in, and ultimate disappearance of, the abatements at £400, 
£600 and £700; (3) to the cessation of the family, etc., allowances 
at £800 (or £1,000 in the case of more than two children), and 
(4) to the elimination of the ‘‘earned”’ rate at £2,500. 

The Commission recommend that all actual income shall 
be converted into assessable income by the deduction of one-tenth 
of the amount of the ‘‘earned’’ income (subject to a maximum 
deduction of £200), much in the same way that rateable value 
is commonly calculated by deducting one-sixth from the rent. 
Thus, a professor with a salary of £500 will have an assessable 
income of £450, a cabinet minister with a salary of £5,000 an 
assessable income of £4,800. ‘‘Unearned” income—or “‘invest- 
ment” income, as the Commissioners rechristen it—will rank with- 
out deduction as assessable income. From the assessable income, 
the proper abatements (or exemptions) and allowances are to be 
deducted—without regard to the size of the income—in order to 
ascertain the taxable income. The exemptions are to be £150 
in terms of ‘‘earned’’ income (=£135 assessable income) in the 
case of single persons, and presumably in the case of widows and 
widowers, although there appears to be no definite statement on 
that point in the Report, and £250 in terms of ‘‘earned’’ income 
(= £225 assessable income) in the case of married couples. The 
allowances for children are to be £40 for the first child (the same 
as at present) and £30 for each subsequent child (an increase of 
£5), equivalent to £36 and £27 of assessable income. The house- 
keeper allowance of £50 and the dependent relative allowance of 
£25 are to remain. It is not very clear in the Report, but 
apparently they are to be converted into terms of assessable 


1 Report, § 236 (b) and Appendix No. 66, § 33. 
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income by the deduction of one-tenth, and are to apply to all in- 
comes, and not merely to those of £800 a year or under, as at 
present. The wife allowance, as such, disappears, being merged 
in the exemption allowed to a married couple. 

Taxable income, having been ascertained by the deduction of 
the proper exemptions and allowances, is to be charged at half the 
standard rate (or 3s.) on the first £225, and at full rate (or 6s.) on 
all the remainder. This really amounts to applying the super-tax 
principle of different rates for different zones of income, but with 
two important modifications : (1) There are to be only two rates 
of income tax as against eight rates under the existing super-tax, 
a matter of great importance for the practical administration of 
the tax, and (2) whereas the amount of income in respect of which 
the super-tax rate is ‘nil’ (the first £2,000 during 1919-20) is 
fixed, the amount of income in respect of which the income- 
tax rate is ‘nil’ will be variable, depending upon the family 
circumstances, etc., of the taxpayer. The new income-tax scale 
can be written as follows :— 


Assessable Income Rate 
In respect of the first £135, or £225, or larger 
sum according to family circumstances... nil 
In respect of next £225 ... ... ... ... «.. 388. Od. 
In respect of remainder ... ... ... ... «.. 68. Od. 


The Commission is heartily to be congratulated on having 
found a method of eliminating the “jumps” and of simplifying 
the scale at the same time, without introducing some complex 
mathematical formula into the calculation of the tax liability. 

Attention may be drawn to two consequences of these various 
proposals, which may not be obvious at first sight. The first 
concerns the allowances. In most cases, the actual relief in tax 
is considerably increased, although the allowances are more or less 
unchanged. Under the old scheme a married man with a wife 
and two children and a salary of £700 received a children 
allowance of £40+25=65 in respect of the children, which 
reduced the total tax payable by 65 x 3s.=£9 15s. Od. Under the 
new scheme he receives a children allowance of £40+30=70, or 
of £63 in terms of assessable income, which, being deducted from 
assessable income before calculating tax liability, reduces the 
total tax payable by 63 x 6s.= £18 18s. Od. 

The same consideration holds good of the old abatement and 
wife allowance, as compared with the new exemption allowed to 
a married couple. The former, in the case of a man with £700 a 
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year, was £70+50=120, the latter is £250. His saving in tax is 
increased from 120 3s.=£18 Os. Od. to 225 x 6s.=£67 10s. Od., 
i.e. it is nearly quadrupled. Owing to the change in the method of 
dealing with the allowances, ete., a much greater relief is granted 
to the man with family responsibilities than might appear at 
first sight. The excellent diagrams at the end of the Report 
show clearly how (1) single persons, (2) married couples without 
children, and (3) married couples with three children are affected 
by the proposals. I feel sure that all will agree that the addi- 
tional relief afforded to married couples without children, and more 
especially to married couples with children, is fully justified. 
The effects of the recommendations on the point just dealt 
with—viz., allowances, ete.—are distinctly more favourable than 
a cursory examination of them might suggest. In regard to the 
other point, I am afraid the position is rather reversed—second 
thoughts on the method employed to secure graduation reveal a 
drawback, as to the seriousness of which opinions may differ, but 
which to my mind is far from negligible. It is a problem which 
existed under the old scheme—the contrast between nominal 
rates of tax and effective rates of tax—but it is greatly magnified 
under the new scheme. An illustration will perhaps make the 
point clear. Under the old scheme a man, with a wife and two 
children, who had an earned income of £570, was liable to a 
nominal tax of 3s. in the £, but, owing to abatements and 
allowances, he only paid £53 5s. Od., which on £570 is equivalent 
to an effective rate of approximately 1s. 104d. If he saved £100 
and invested it at 6 per cent., he had to pay tax at 3s. 9d. in the 
£ on his interest, this reducing his net interest from £6 to 
£417s. 6d. The effective rate on his whole income of £576 would 
be raised only very slightly, but that is not much consolation for 
paying the extra £1 2s. 6d. in respect of the additional £6 of in- 
come. Under the new scheme a man with the same dependents 
and the same salary of £570 will also be liable to a nominal tax 
of 3s. in the £, but as he will only pay £33 15s. Od., his effective 
rate will be approximately 1s. 2%d. If he saves £100 and invests 
it at 6 per cent. he will have to pay tax at 6s. in the £ on his 
interest, thus reducing the £6 to £4 4s. Od. The effective rate on 
the whole income will still be in the region of 1s. 3d., but that 
does not do away with the fact that for every addition to his in- 
come over £570 he will have to pay more than one-quarter of the 
increase in income tax. If I were paid £10 for doing some 
examining, I should receive £8 10s. Od. net under the old scheme ; 
under the new scheme I should receive only £7 6s. Od. net. It 
was put to Mr. Hopkins, in cross-examination, that it was the tax 
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on the last increment that affected people and he replied :! “I think 
the super-taxpayer looks to a very large extent at the effective 
rate, that is the thing which matters in the end.’’ The difference 
between the nominal rate on the last increment and the effective 
rate on the whole income was never so great in the case of super- 
taxpayers as will be the case with income-taxpayers under the 
new proposals. The difference between nominal rates and effec- 
tive rates has always existed in the case of many income-taxpayers, 
but it will now exist in a much aggravated form, and I cannot help 
regarding it as a drawback to the new scheme, as I very much 
doubt if ordinary income-taxpayers do think in terms of effective 
rates, whatever the super-taxpayers may do. The Commissioners 
appear to recognise the difficulty to some extent by recommending ” 
‘that a statement of real effective rates of tax and of tax payable 
on specified incomes in various circumstances should form part of, 
or accompany, all income tax notices, including notices to pay.’’ 
But, however comprehensive the statement is, it does not do away 
with the heavy burden of the tax on the last increment of income. 

To counteract the effect on higher incomes of granting the 
exemptions and allowances to all incomes, the Commissioners 
recommend that the super-tax exemption limit shall be lowered 
from £2,500 to £2,000, and that the super-tax rates shall be raised 
by, roughly, sixpence all round. Exemptions and allowances are 
not to apply in assessing income for super-tax purposes. 

The aggregation for income-tax purposes of the incomes of 
husbands and wives is to remain, but, instead of the old arrange- 
ment by which a man and his wife could have their incomes 
treated separately in so far as the wife’s income was earned and 
the total joint income did not exceed £500, the marriage exemp- 
tion of £250 is to be increased by £1 for every £1 of income 
earned by the wife, with a maximum exemption of £300. The 
allowance for life assurance premiums is slightly modified. 

In regard to the scope of the tax, further relief is recommended 
in the case of double income tax within the Empire, but double 
income tax as between this country and foreign countries is to 
remain unchanged. In future, however, any relief granted to a 
resident in the United Kingdom is to be granted equally to a 
British subject residing abroad. On the other hand, an effort is 
to be made to bring at least some “casual profits” within the 
orbit of the tax. 

The recommendations with regard to administration aim at 
simplification and the bringing of the law more into line with 

1Q. 4321. 2 § 148. 
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existing practice. The duties of the General Commissioners and 
of the Additional Commissioners will be curtailed and the office 
of Assessor will be abolished, and, instead, more of the work will 
be concentrated in the hands of the Inspectors of '’axes—better 
known by their old name of Surveyors of Taxes. The evidence 
clearly shows that the bulk of the work to be transferred legally 
to them is already actually being done by these officials, so that 
the changes proposed in this matter are more nominal than real. 

Certain important rearrangements in Schedules A, B, D, and 
I, are recommended. Profits arising from railways, mines, gas- 
works, etc., are to be transferred from Schedule A to Schedule I), 
so that in future only the income from properties in respect of 
which the rental value is treated as the annual value will remain 
in Schedule A. The Commission would like to transfer all profits 
arising from the occupation of land from Schedule B, with its 
conventional basis of assessment, to Schedule D, but, for the 
moment, owing to the difficulties concerning the furnishing of 
accounts by farmers and the increased work which would be 
thrown on the administration by the change, a beginning is to be 
made by transferring to Schedule D all farms exceeding £300 in 
annual value and farms devoted to producing special crops, such 
as hops, or specially devoted to the breeding of pedigree stock. 
All employments now assessable under Schedule D are to be 
transferred to Schedule E, where the basis of assessment will 
remain the remuneration of the employee for the current year. 
In the case of the modified Schedule D, the preceding year’s 
profits are to be taken as the basis of the liability, instead of the 
average of the three preceding years, as has commonly been the 
‘ase up to now. 

The Commissioners make numerous recommendations on a 
variety of special matters, such as the taxation of local authorities, 
the taxation of life assurance companies, and the prevention of 
evasion, to which want of space forbids detailed reference. There 
remains, however, one matter which must be discussed, namely, 
the taxation of co-operative societies. This subject gave rise to 
considerable differences of opinion amongst the Commissioners, 
thirteen supporting the Recommendations in the Report, whilst 
nine are opposed to them. 

At present co-operative societies are liable to income tax under 
Schedule A in respect of land and buildings they own, and under 
Schedule B in respect of lands they occupy, but they are 
exempt under Schedules C and D. Members are not liable in 
respect of “dividends” on purchases, but are liable in respect of 








270 THE ECONOMIC JOURNAL [JUNE 


interest on share and loan capital, but, by arrangement with the 
Board of Inland Revenue, the societies do not deduct tax on the 
interest they pay. The Report takes the view that the amount 
of the annual surplus refunded to members in the form of “divi- 
dends” on purchases is not profit liable to tax, but recommends 
that any part ofthe net proceeds which is not actually returned 
to members as “dividend” or “discount” is a profit that should 
be charged to income tax. Thus sums put to reserve as well as 
sums employed for paying interest on share and loan capital 
would be liable to tax. The Commissioners further recommend 
that the income derived from invested reserves should, irrespective 
of the particular mode of investment, be subject to tax. This 
amounts to removing the exemption under Schedules C and D. 
A co-operative society would thus be treated exactly as a limited 
liability company trading in similar circumstances and under 
similar conditions. 

The chief reservation, which holds that no part of the surplus 
of a co-operative society which arises from transactions with its 
own members is properly assessable to income tax, is signed by 
Mr. Bowerman, Mr. Brace, Sir EK. Nott-Bower, Sir N. F. Warren 
Fisher, Mr. May, Mr. Graham, and Professor Pigou. Two pro- 
positions are put forward: (1) That mutual trade, when a group 
of persons club together for a joint undertaking, cannot give rise 
to any profit; and (2) income tax is a tax upon the incomes or 
profits of individuals, and, though for convenience it is assessed 
upon corporations in which they hold interests, the amount of it 
is always adjusted to the income, not of the corporation, but of 
the individual shareholders. 

It may be noted that the first proposition relates to “profits,” 
the second to “incomes” or “profits.” It is obvious that all 
“income” is not necessarily “profits,” as, for example, a pro- 
fessor’s salary, and it is quite conceivable that, although no 
“profits”? may arise from mutual trading, “income” may arise 
from it. Take the case of a self-supporting village community 
in the Middle Ages. That was certainly a form of mutual enter- 
prise, in connection with which very possibly no member made a 
“profit,” but it seems quite clear that this mutual trading must 
have given rise to “incomes,” as the members of the communi- 
ties would very soon have exhausted their capital had they lived 
on that. So, presumably, they must have lived on “incomes” 
arising from their mutual enterprise, though it might be far from 
easy to obtain an accurate measure of those incomes. Dr. Stamp 
and Mr. McLintock, in their reservation, which supports the 
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general recommendations of the Report, distinguish between 
degrees of mutuality, and suggest that, as the mutual group grows 
bigger, the element of mutuality becomes more and more diluted 
and the business element becomes more and more predominant. 
Consequently, a point must be reached where “mutuality ” must 
be abandoned as a ground for exemption. Income emerges which 
should be taxed; they hold that the true figure is indeterminate, 
but that the Recommendations of the Report provide a rough 
and ready rule for ascertaining the taxable income. 

With regard to the second proposition in the chief reservation 
—that income tax is a tax on individuals and not upon corpora- 
tions—I find it difficult to reconcile this view with the fact that 
municipal corporations and other local authorities are liable to 
income tax, under various headings, without any question of the 
amount of the tax being adjusted to the incomes of the individual 
ratepayers. 

All the Commissioners appear to be more or less agreed that 
that portion of the surplus of a co-operative society which is 
refunded to members as “dividends” on their purchases is not 
taxable income. Thus the chief claim put forward by the private 
traders is definitely rejected. With regard to the Recommenda- 
tions, the Report states : “We believe that there will be very little 
difference between the liability of co-operative societies under our 
proposals and under the existing legal position.” This is pre- 
sumably because, once the position of co-operative societies were 
assimilated to that of limited liability companies, the present tax 
payments under Schedules A and B would be available as a set-off 
against the liability on their taxable incomes as defined in the 
Recommendations. However interesting the question of the 
“profit” and “income” arising from mutual trading may be from 
an economic point of view, one cannot help feeling that the pro- 
posals and counter-proposals concerning co-operative societies 
contained in the Report and the Reservations are receiving far 
more public attention than their importance, from a revenue 
point of view, merits. 

All economists owe a debt of gratitude to the Commissioners 
for the valuable piece of work which they have performed ; but 
the chief testimony to the achievement of the Commission will 
always remain the fact that the Chancellor of the Exchequer and 
his expert advisers have promptly accepted all, or nearly all, of 
the Recommendations. Some have already been incorporated in 
the Finance Bill, and others are to be embodied in a new Income 
Tax Bill. The labours of but few Royal Commissions bear fruit 
so fully. Dovatas Knoop 
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CONDITIONS OF EMPLOYMENT OF Dock LaAaBouUR 


veport by a Court of Inquiry Concerning Transport Workers— 
Wages and Conditions of Employment of Dock Labour. 
(55 of 1920. Price 3d.) 


THIS inquiry, the first conducted under the Industria] Courts 
Act of 1919, has an importance of the same quality as had the 
Coal Commission, and in the end it may affect the wages of as 
many workers. In both cases, the whole circumstances of an 
industry were examined in public with a view, not of arriving at 
a decision binding on the parties directly concerned, but at in- 
forming public opinion, which in the Dockers’ Inquiry was called 
the Higher Court to which appeal was made. The Dockers’ 
Inquiry was conducted with the seemliness and part of the 
restraint proper to the Law Courts in which it was held; only 
accredited counsel and the Chairman took part in the examination 
of witnesses,! and the other members of the Court neither gave 
evidence nor took overt part in the proceedings. This procedure 
had the disadvantage that witnesses (though sworn to speak the 
whole truth) were limited to answering questions put by counsel 
or the Court, with such digressions as the Court allowed, and were 
unable to put forward a reasoned argument as is customary before 
Royal Commissions. 

The Court was asked to report on ten proposals, relating to the 
establishment of minimum wages, regulation and payment of 
overtime, etc. In fact, they reported only on the first proposal 
(minimum wage of 16s. per day), recommended the establishment 
of a scheme of Whitley councils for the settlement of the other 
claims, and made recommendations (held to be necessary in con- 
nection with a minimum wage) for the decasualisation of dock 
labour. In the body of the report many paragraphs are devoted 
to the question of output and time-keeping. 

The gist of the Inquiry and of the Report was the determina- 
tion of the amount of the minimum wage, granted that its 
establishment was practicable and desirable. The dockers asked 
for @ minimum of 16s. a day, that is 88s. for the recognised 44 
hours week (53 days of 8 hours). In London, prior to the war, 
the lowest rate of pay was 5s. 3d. for a nine hours day, and at the 
date of inquiry was 11s. 8d. for eight hours. The method of 
determining the minimum was novel ; in effect most of the factors 
—pre-war rate, increase in cost of living, rates obtained in other 


? Other members of the Court put a few questions through the Chairman. 
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industries, previous official awards—-which have generally 
dominated wage decisions, were held to be irrelevant; and an 
attempt was made to decide de novo from first principles the sum 
that ought to be fixed. The difficulty of this procedure may be 
seen by reading carefully two “questions” put by the Chairman 
to Sir Leo Money ! :—‘‘As I understand, what you and this Court 
are asked to do is to consider what would be a fair standard of 
living, taking things as they are, and seeing what would be not a 
mere poverty-line standard but a standard of living which would 
recognise the citizenship of the worker—I will put it in that way ; 
you know what I mean... .” 

“T may put the two questions to you thus: the cost of living, 
in the ordinary sociological and statistical sense, means the expense 
that a family would be put to in providing itself with accommo- 
dation, sustenance and all the other elements of common 
a 

No wonder that diverse estimates were given of the cost of a 
standard described asin the first of these questions. Sir Leo Money 
put it at £5 38s. Mr. Bevin (for the dockers) put it at £6, in spite 
of the £4 8s. in the proposal. Sir Lynden Macassey (for the 
employers) estimated £3 17s. for London. 

In a matter of such far-reaching importance, it might have 
been expected that in the Report would be found at least a careful 
statement of the reasons that led to the award of 16s. a day. It 
is in vain that the reader will turn through the discursive 
paragraphs to find any arguments which lead to a numerical deci- 
sion. The Court “approved” of the view that “by the right to a 
better standard of living is not meant a right to have merely a 
subsistence allowance . . . , but a right to have life ordered upon 
a higher standard, with full regard to those comforts and 
decencies which are promotive of better habits, which give a 
chance for the development of a greater sense of self-respect, and 
which betoken a higher regard for the place occupied by these 
workers in the scheme of citizenship.’’ Implicitly then, the Court 
recognised a better standard of living as a right, not merely as an 
ideal. A little further on reference is made to the ravages of war 
and the folly of basing “calculations upon the footing of a quick 
return to easier conditions.” Then the Report deals with quite 
different subjects without any attempt to show how a higher 
standard of living is compatible with more difficult conditions of 
production. There follows a discussion of the uncertainty of the 


1 From the official shorthand notes. The evidence has been or is to be 
published. 
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receipt of a full week’s wages, of the method of increasing output, 
of better organisation of employment and management, and of the 
competition of foreign ports. Then abruptly we reach the 
dominant paragraph of the Report, which must be quoted in 
extenso. “To a trade thus situated, it does seem a strong demand 
that a claim for-16s. a day should be made on the part of labour ; 
but to labour, situated as described, it seems a natural and just 
thing to demand that its conditions should be made to square with 
the circumstances and the pressing and vital needs of the hour as 
already described. After much consideration, the Court has come 
to the opinion that the claim of 16s. per day should be conceded, 
on the footing that the hopes held out on behalf of the men of 
increased output shall not be frustrated; that on this footing the 
claim is supported by justice, and should be granted, as it is now 
recommended by this Court, with a broad appeal to the honour of 
the men.”’ 

In a minority report, objection is taken both to the proposal 
to establish a national minimum rate and to the amount at which 
it is proposed this rate should be fixed. It is pointed out that 
railway porters (whose work is similar to the less heavy tasks of 
the dockers) get only 61s. for 48 hours. It is argued that there 
will be a general claim among unskilled labourers for 2s. an hour, 
and that artisans will demand an increase to restore their relative 
position. 

Since the issue of the Report, the Port authorities, without 
waiting for any clear verdict from the “Higher Court of Public 
Opinion,” have given effect to the recommendation of the 16s. 
minimum, and the other proposals appear to be in fair wav of 
realization, 

There seems to be a reasonable expectation that a considerable 
improvement will be effected in the conditions of dock labourers, 
and that the traditional struggle for a few hours’ work at low 
rates of pay by the derelicts and failures from other occupations 
will be only a memory of the past. This will be a great and 
notable achievement. But whether it is possible that unskilled 
wages at the level in purchasing power represented by 88s. a 
week in March, 1920, with the higher wages for artisans that cor- 
respond to this sum, can be maintained in the large towns of this 
country in the short working week now established, is a question 
which the Court did not consider, and few persons acquainted with 
the existing economic situation will answer it in the affirmative. 

Readers of the Economic JouRNAL may well regret that a 
Court of such importance should have given its award without 
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any apparent regard to the economic principles by which the 
maximum height of wages in general must ultimately be limited. 
A. i. Bownry 


CURRENT TOPICS 

THE Annual Meeting of the Royal Economic Society was 
held at the Surveyors’ Institution on Wednesday, May 19th. 
The Council and Officers for the current year were appointed as 
set forth on the cover of this issue of the JoURNAL, and the 
Accounts of the Society for the past year, which had been already 
circulated to all members, were duly approved. Mr. H. D. Hen- 
derson and Mr. R. G. Hawtrey were appointed Auditors of the 
Accounts for the current year. The Chair was taken by the 
President of the Society, Viscount Haldane, and the Society was 
addressed prior to the transaction of the formal business by Mr. 
Clynes. This address on the subject of Food Control in War and 
Peace, for which members of the Society present expressed their 
great gratitude to Mr. Clynes, is printed as the first article in this 
issue of the JoURNAL. ‘The paper was followed by a brief dis- 
cussion in which part was taken by Professor Bowley, Mr. J. M. 
Keynes and Lord Haldane. 


THE following have been elected to membership of the Roval 
Economic Society :— 


Arnott, D. (life) 

Banco de Chile, London 

Beohar, R. D. 

Bhatnagar, Prof. B. G. 

Blanco, A. R. R. 

Boddington, A. L. 

Borah, A. 

Bose, 8. C. (life) 

Burnet, P. (life) 

Cartwright, C. 

Commercial Banking Com- 
pany of Sydney Ltd. 

Comstock, Miss A. 

Devlin, J. E. 

Devine, E. T. (life) 

Doherty, V. 

Dorr, J. V. N. 

No. 118.—vou, xxx. 


Dubey, D. 8. 
Edwards, R. E. (life) 
Eidlitz, O. M. (life) 
Kinzig, P. 

Falk, Erling. 
Fraser, G. C. (life) 
Ghatalah, M. H. P. (life) 
Gibson, T. 

Gooby, A. H. 

Graul, I. 

Green, L. B. 
Gupta, A. P. 
Hamilton, A. 
Hardman, J. 
Harris, E. R. 
Haslam, W. H. 
Hawtrey, R. G. 
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Hongkong and Shanghai Picken, A. 


Banking Corporation, Rav, U. S. 
James, F. W. Romanes, J. H. (life). 
Kanshala, R. 8. Sealy, E. D. 
Lund, Fin (life) Smith, V. C. 
Macafee & Company Ltd. Solfleet, G. 
Macphail, J. D. Sondhi, Prof. G. D. (life). 
McWilliam, Mrs. E. Sydenham, J. 
Majumdar, J. N. (life) Tarrant, E. F, 
Meyer, E., Jnr. (life) Tayler, J. B. 
Murphy, W. The Mitsubishi Bank Ltd. 
Niyogi, J. P. (life) The Yokohama Specie Bank 
Olliver, G. H. Ltd. 
Paterson, Rev. A. N. Union Bank of Canada. 
Peace, E. Williamson, W. J. (life). 


The Statistiske Centralbyraa, Kristiania, has been admitted to 
library membership. 


WE are informed that it has been decided to raise a 
memorial to the late Charles Booth, formerly a Vice-Presi- 
dent of the Royal Economic Society, who died in November, 
1916. Charles Booth was born in Liverpool, and lived there for 
a large part of his life, an interesting part of his work of investiga- 
tion having been conducted there. Liverpool is still the head- 
quarters of the great businesses founded by him and his brother 
Alfred. It has been thought right, therefore, that a memorial 
to him should take the form of an endowment of some object 
in connection with Liverpool University. The Council of that 
University have pledged themselves that in the event of a sum 
of money being handed to the University sufficient to endow a 
Chair for their Social Studies School, they will call it “The 
Charles Booth Chair.” For such an endowment those connected 
with the appeal think it necessary to raise £50,000. Donations, 
which may be spread over three years, may be sent to the Bank 
of Liverpool and Martins, Water Street, Liverpool. Any com- 
munication relating to the proposed memorial should be for- 
warded to Mr. Jesse Argyle, Stanfield House, High Street, Hamp- 
stead, N.W.3, who is acting as Secretary to the Memorial. 


On February 28rd, 1920, Professor Karl Menger celebrated his 
eightieth birthday. The occasion was utilised by many univer- 
sities and learned bodies to shower honours on the venerable 
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economist, whose personality is as winning as ever, and who de- 
serves well of economists all the world over. He has been rightly 
termed the “‘ Father” of the Austrian school, which lays great stress 
on psychological analysis. His marginal theory of value has met 
with widespread acceptance, and his use-theory of interest is 
regarded with respect. As far back as fifty years ago Menger 
elaborated his particular contributions to economic science in a 
book that has won fame in the Old and the New World—Grund- 
sitze der Volkswirtschaftslehre. It is interesting to recall that 
this volume was published in the same year as Jevons’ Theory. 
Dr. Marshall brackets Menger with Jevons as ‘“‘mathematical in 
tone” at least (note to p. 149 of the first edition of the Principles) 
and also as a critic of the classical doctrine of value in relation 
to cost. Menger has been fortunate in his colleagues and his 
disciples. Among the former may be included men of the fame 
of J. B. Clark, Pierson, and Gide, all of whom have endorsed 
his main theories; among the latter the best known is perhaps 
Philippovich, who has done much to spread Menger’s theories 
among German-speaking students by enunciating them in his 
remarkable text-book. 





A NEW ZEALAND correspondent writes :— 


‘““New Zealand is in the midst of a land boom and prices are 
soaring. As in Britain, the housing difficulty is acute, and here 
the action of the Government in lending sums up to about £1,000 
to returned soldiers in order to buy houses has started an almost 
ludicrous boom in real estate. The Dominion has made a great 
deal of money from the war, and, though the cost of living is 
high, the prosperity of all classes is everywhere apparent. With 
food so much cheaper the cost of living is probably the same as 
in England, perhaps a little less; but wages are high, and unem- 
ployment is practically non-existent. Minimum rates of wages 
as fixed by the Arbitration Court are of the order of 1s. 6d. per 
hour for labourers and 2s. per hour for skilled workers; but the 
actual wage carpenters are getting now is more like 2s. 6d., 
plumbers 3s. per hour, and the gutter-sweepers are paid by the 
City Council 14s. per day. I suppose this will keep up as long 
as the demand for our products remains insistent ; but one dreads 
a credit smash, which will be all the worse because of our land 


speculation.” 


THE institution of Commerce Degrees by the University of 


London has led to the extension of the London School of Econo- 
wu 2 
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mics by the addition of a new wing. The King laid the founda- 
tion-stone of the new building on May 29th. In the course of a 
felicitous address his Majesty remarked: ‘Three centuries ago 
Francis Bacon had censured the universities of his own age as 
the homes of ignorant dogma and sterile disputation. The bad 
and narrow tradition which was then attached has long since 
disappeared, and the circle of academic studies has been steadily 
enlarged . . . without injury to the claims of a broad and humane 
education.” There were deposited under the foundation-stone a 
set of coins of the 1920 currency and a copy of Professor Cannan’s 
Wealth. It was thereby intended, no doubt, to express the truths 
that commerce is founded on sound money and right theory. 





WE regret to announce the death at Munich of Professor Max 
Weber, at the age of 56. 























RECENT PERIODICALS AND NEW BOOKS 


Journal of the Royal Statistical Society. 


Marcu, 1920. The Organisation of Imperial Statistics. C. H. Knipss. 
The Commonwealth statisticians design an imperial Statistical 
Bureau and other improvements. The Food Supply of Ger- 
many during the War. E. M. Staruinc. The average Ger- 
man received less than two-thirds, a bachelor only half of the 
amount necessary for health and efficiency. ‘‘ Three years on 
a diet insufficient as to quantity and quality, indigestible, 
tasteless, and monotonous has had a marked effect on the 
vitality of the urban population.’’ Frequency Distributions 
with Multiple Happenings. Mason GrEENWoop and G. Upny 
YuLE. Poisson’s Series (for small probabilities) is considered 
and improved, with special reference to repeated accidents or 
attacks of disease. Density and Death-rate. J. Brown re. 
Farr’s law that the death-rate was proportioned to the eighth 
root of the density of population is justified by more exact 
statistics, which show proportion to the tenth root. 


Quarterly Review. 


Aprit, 1920. The Economics of the Peace. A criticism of Mr. 
Keynes’ book. A National Industrial Council. C. E. Faye. 


The Edinburgh Review. 


ApriL, 1920. The Government and Wages. Discon- 
tent in Industry. Str Lynpen Macassey. The report of the 
Industrial Conference [Cmd. 501], and the Declaration of the 
Supreme Council of the League of Nations (8th March, 1920) 
suggest the enquiry ‘‘ whether there is anything in the obsession 
of so many workmen that the capitalist can be eliminated from 
industry.”’ 

The Nineteenth Century. 


May, 1920. Where is Labour Going? Victor Visuer. Sweated 
Home Workers. S. K. PHevpes. 


The Quarterly Journal of Economics (Cambridge, Mass.). 


Fepruary, 1920. The Present Condition of Economic History. 
N. B. Gras. The Cost of Living for Working Women. Dororuy 
Doveuas. A criticism of current themes. Prof. T'aussig (in the 
Quarterly Journal, of May, 1916) should have assigned to the 
working daughter at home part of the upkeep of the house- 
keeping mother. To base the woman’s minimum, like the 
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man’s (Monthly Labour Review, Nov., 1918), on the obliga- 
tion to support dependents is absurd. The cost of living of a 
woman “‘ adrift ’’ is reckoned to be (in Philadelphia, 1919) $9.05. 
The corresponding expenses of the woman at home would be 
about $7-8; but to this ‘‘ the daughter’s share of the mother’s 
expenses ’’ should be added. Railroad Valuation by the Inter- 
state Commerce Commission. II. Homer B. VANDERBLUE. 
What is Rural Economics. Joun Ive. The Government and the 
News-print Paper Manufacturers. EE. O. Mercuant. The 
results of price-fixing hardly compensate its expensiveness. 
The Scope and Nature of the Labour Turnover Problem. S. H. 
SuicutErR. The concepts of ‘‘ separation rate’’ and “ replace- 
ment rate’’ are balanced. The Separation of Railway Costs 
between Freight and Passengers. J. H. PARMELEE. 


The American Economic Review (Cambridge, Mass.). 


Marcu, 1920. The Nature of our Economic Problem. Henry B. 
GARDNER. American Experience with Workmen’s Compensa- 
tion. Wiiuarp C. FisHer. A New York Experiment in Busi- 
ness Co-operation. E. J. Cuapp. Call Rates and the Federal 
Reserves Board. J. D. Macer. The maximum of call rates 
in 1919 was 380 per cent., not entirely due to the ‘‘ warnings ’’ 
of the Board. A 15 per cent. call rate has not discouraged 
speculation. The Progress of State income taxation since 1911. 
H. L. Lutry. Reciprocal or Inter-Insurance Against Loss by 
Fire. J. A. FirzGERAwp. 


Jcurnal of Political Economy (Chicago). 


JaANuARY, 1920. The Regulations of Rentals During the War Period. 
EK. L. Scnuaus. Who Paid for the War? Jacop Viner. Refer- 
ring to Prof. Davenport’s article (in the Economic Review for 
March, 1919) that Labour has already paid the main cost of 
the war (to America) and will pay it over again. 

Marcu, 1920. Will Agricultural Prices Fall? E. G. Nourse. A 
relatively low price level for agricultural products, comparable 
with that of latter part of the nineteenth century, is anticipated 
from the exploitation of new lands and improvements in tech- 
nique. Causes of, and Antidote for, Industrial Unrest. Horace 
B. Drury. ‘‘ The people of America will not be satisfied until 
the whole of the gigantic new machinery of production has been 
made subservient to the public interest, and until the anomaly 
of great industries manipulated in the interests of a few has 
been cleared up.’’ Proprietors’ Salaries. W. A. Paron. 
Referring to the Revenue Act of 1918. 

Aprit. Railroad Valuation as a Working Tool. J. M. Crarx. 
The Illinois Blue Sky Law. J. WaterHoust ANGELL. An 
appreciation of the new American effort to solve the problem of 
fraud in the handling of securities. An Appraisal of Carver's 
Economics. H. G. Mouton. The work reviewed in the 
Economic Journat, Vol. XXIX (1919), is rather appraised than 
praised. Economic Implications in the Psychological Theory 
of Interest. H. D. Kitson. The Kansas Court of Industrial 
Relations. W. E. Atkins. 
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The Review of Economic Statistics (Cambridge, Mass.). 


ApriL, 1920. This number contains, besides the usual monthly 
survey of general business conditions—in the light of the 
“* index ’’ and certain ‘‘ series ’’—a summary of an article pub- 
lished in full as an appendix to the April number, on ‘‘ The 
Future of our (American) Foreign Trade.’’ The total capital 
invested abroad is $12,000,000,000. But interest on this, 
owing to the funding arrangements with the Allies, will not 
immediately affect the balance of trade, which will probably 
continue to show an excess of imports for some years. 


L’ Egypte Contemporaine (Cairo). 


NovemMBeER, 1919. Statistics as an Instrument of Business Efficiency. 
Dr. I. G. Livi. An address to the Egyptian Higher School 
of Commerce on the utility of statistics. The author, who is 
Acting Controller of the Statistical and Census Department in 
Egypt, urges the necessity for the teaching of statistics in the 
secondary and higher technical schools. 

Marcu, 1920. Draft Laws for Reconstituting the Mixed Courts. 
A first instalment of the proposals of the Milner Commission. 


Journal des [conomistes (Paris). 


January, 1920. Le Marché financier en 1919. A. RArraovicn. 
Obligations émis par le Crédit National. A. Barrion et I. 
Brocun. Liquidation des biens et des Sociétés ennemis par 
le traité de Versailles. S. TcHERNoFF. 

Fepruary. Une Journée au Parliament Britannique. W. M. J. 
Wituiams. The Ist December was remarkable for, inter alia, 
the rejection of Mr. Bottomley’s scheme for lottery bonds. 


L’ Etat et le Monopole des Assurances. C. DE NOUVION. 


Revue d’ Economie Politique (Paris). 


JANUARY-FEBRUARY, 1920. Le Salaire minimum dans l’agriculture 
de l’Angleterre et du Pays de Galles. AcuAnp. Esquisse d’une 
Conception et d’une ordonnance Scientifique de l’Economie. C. 
Bopin. Le ‘‘ Bullion Report’’ Anglais de 1810. A. Mawas. 


Not based on Prof. Cannan’s study. La Socialisation des 
Mines en Allemagne. Le Normanp. New administrative 


organs, but not a catastrophic change, are expected. 

Marcu-ApRIL, 1920. Le Régime Monétaire du Maroc et la Crise du 
Nassani. J. Loriot. The Moroccan silver currency of Nas- 
sani has been affected by the rise in the value of silver. Notes 
d’urbanisme. G. Riser. On town-planning. Conception et 
Ordonnance Scientifiques de l’Economie. C. Bopty. First prin- 
ciples. La Question du Change vue de Suisse. J. Moret. La 
Réforme Belge. B.S. Cutepner. A continuation of the series 
Réformes Financiéres. 


Scientia (Bologna). 
Apriz, 1920. Les Perspectives du Capitalisme. H. Cann. 
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Giornale degli Economisti (Rome). 


Fesruary, 1920. La soluzione dei problemi finanziarti dopo la 
guerra nella letteratura italiana. B. Griziort1. La teoria di 
Ricardo sui diversi effetti del prestito e dell’ imposta. G. 
SENSINI. 

Marcu. Lo Studio Scientifico dei fenomeni finanziarti. G. Bor- 
GATTA. Studi e previsioni sulle Variaziont dei prezzi G. M. 


La Riforma Sociale (Turin). 


JANUARY-FEBRUARY, 1920. La Nuova Opera di Alfredo Marshall. 
AcHILLE Lorta. An enthusiastic tribute to the author of Indus- 
try and Trade. A few unimportant criticisms are not incon- 
sistent with ‘‘ unbounded admiration ’’ for the author and the 
book. ‘‘ Scientific in the highest and most genuine sense of the 
term, soaring above the low walks of political rivalries in the 
regions of pure thought, he [Marshall] brings to the investiga- 
tion of the most difficult social problems that unclouded 
(immaculeta) and exalted serenity which is the divine gift of 
the wise.’’ 


Revista Nacional de Economia (Madrid). 


Nos. 20 and 21, 1919. Questiones que plantea la Baja del Cambio 
internacional. Curist6BaL Mass6. Congresso Nacional de in- 
generia. Josk Bores. La Obra Financiera del Sr. Bugallal. 
E. Luis Anprk. Viscaya y America. JULIO DE LAZUSTEGUI. 
The economic relations between Viscaya and America are traced 
from early times. 


NEW BOOKS 


English. 


Brverince (Sik WiuutaM), K.C.B. The Public Service in War and 
Peace. London: Constable. 1920. Pp. 63. 2s. 

[A lecture delivered at the London School of Economics, dealing with the 
alleged principal vices of the Civil Service and with suggested reforms. ] 


Bow try (A. L.). The Change in the Distribution of the National 
Income, 1880-19138. Oxford: Clarendon Press. 2s. 


CuirrorD (J.) and Others. The Industrial Future. In the light of 
the motherhood ideal. London: Allen and Unwin. 1919. 2s. 6d. 


Cote (G. D. H.). Social Theory. London: Methuen. 1920. 
Pp. 209. 


Cotuincs (Ricut Hon. Jesse) and Sir Joun L. Green, O.B.E. 
Life of the Right Hon. Jesse Collings. With an introduction by the 
Right Hon. Austen Chamberlain, M.P. Longmans, Green. 1920. 
Pp. 310. 
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Cotton (C. W. E.). Handbook of Commercial Information for 
India. Calcutta: Superintendent Government Printing. 1919. 
Pp. 383. 

[This handy handbook presents a bird’s-eye view of British India; foreign 
trade, exports and commercial organisations are prominent topics. The author 
is the Collector of Customs at Calcutta. ] 


Cunnison (JAMES). Economics. London: Methuen. 1920. 
Pp. 162. . 

{‘‘ This book is written for the general reader,” according to the published 
description. ] 


Davies (Emit). The Case for Nationalization. London: Allen 
and Unwin. 1920. Pp. 3810. 


“* Economist.”’ The Eeonomie Crisis in Europe. London : 
sritish Periodicals. Pp. 31. 


Fay (C. R.). Life and Labour in the Nineteenth Century. Cam- 
bridge University Press. 1920. Pp. 319. 20s. 


[To be reviewed. ] 


l’ederation of British Industries. Pp. 28. 

[The depreciation of the dollar, Foreign exchange fluctuations, the price of 
gold and silver and other interesting variations are exhibited with some suggestive 
explanations. ] 


Govucu (Grorcre W.) Half-past Twelve Dinner-hour Studies for 
the Odd Half-hour. London: Sells. 1s. Pp. 77. 


Govucu (G. W.). Talks with Workers on Wealth, Wages and Pro- 
duction. London: Pitman. 

[This originally appeared in the Times Trade Supplement, and is technically 
anonymous, but the Editor says that Gough did the “ lion’s share of the work.” 
To be reviewed. } 


Horgson (8S. G.). National Guilds and the State. London: Bell. 
P. 406. 

[Reviewed above. ] 

Hopaes (FRANK). Nationalisation of the Mines. With foreword by 
the Right Hon. J. R. Clynes, M.P. London: Parsons. 1920. Pp. 
170. 4s. 6d. net. 


JonES (J. Harry). Social Eeonomies. London: Methuen. 1920. 
Pp. 239. 


(‘To be reviewed. | 


Jones (Marpy). The Good Government of Glamorgan. The case 
for county borough areas. Introductory chapter by P. Llenfer 
Thomas, stipendiary magistrate. Published by the Author. 1920. 
Pp. 39. Is. 3d. 

{A readjustment of local government areas in South Wales is advocated. 
To be reviewed. ] 


LescuigerR (Don D.). The Labour Market. London: Macmillan. 
Pp. 338. 12s. net. 
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Loria (ACHILLE). Karl Marx. Authorised translation from the 
Italian. London: Allen and Unwin. 2s. 6d. net. 
[To be reviewed. ] 


Morevanp (W. H.). India at the Death of Akbar. “An economic 
study. London: Macmillan. 1920. Pp. 328. 12s. 


[To be reviewed. ] 


Oxford Tracts on Economic Subjects. 1919-20. Nos. 1-7; with 
Introduction. London: Humphrey Milford. Oxford University 
Press. 14d. each. 


[To be reviewed. ] 


Purinaton (E. E.). Personal Efficiency in Business. London: 
Pitman. 1919. Pp. 341. 7s. 6d. net. 


Penzer (N. M.). Cotton in British West Africa. London : 
Federation of British Industries. 1920. Pp. 48. 5s. net. 


Rees (J. F.). A Social and Industrial History of England. 1815- 
1918. London: Methuen. 1920. Pp. 197. 


SELEY (E.). Village Trade Unions in Two Centuries. London: 
Allen and Unwin. 1919. 3s. 


Smippy (T.). The Organization of Labour. London: Methuen. 
1919. 5s. 


SNowpven (Puiuip). Wages and Prices. London: Faith Press. 
1920. Pp. 124. 1s. 6d. 


State debt and the National Capital. A new proposal for Recon- 
struction and Redemption. London: Methuen. 1920. Pp. 78. 
28. 6d. 


SrrakoscH (Henry). The South African Currency and Exchange 
Problem. Johannesberg: Central News Agency. 1920. Pp. 34. 


Trade Unions and Output. (Reorganisation of Industry Series, 
VII, Ruskin College.) London: P. S. King. Pp. 70. 1s. 


[To be reviewed. ] 
Warp (J. S. M.) and N. E. Crump. Financial Review of 1919. 


Wuite (BenJamin). Silver (Pitman’s Common Commodities and 
Industries Series.) London: Pitman. Pp. ix+144. 6s. net. 


WirtHers (Hartiry). The Case for Capitalism. London:  E. 
Nash. Pp. 255. 7s. net. 


Zorn (Joun). Thoughts on a Capital Levy. London: St. Clement's 
Press. Pp. 50. 2s. 

{The substance of articles published in the Daily News in November and 
December, 1919. It is argued ‘‘ that a special levy on profits made during the 
period of the War would be both impracticable and unjust,’”’ that there 1s no 
alternative to a capital levy but (a) a crushing income-tax or Profits Tax, or (6) 
Bankruptcy. ] 








1920] RECENT PERIODICALS AND NEW BOOKS 285 


American. 


Ainerican Economic Association. Papers and Proceedings of 
the Thirty-second Annual Meeting. (Supplement to the American 
Economic Review.) Princeton. 1920. Pp. 280. 

[Among the subjects discussed were British experience with excess profits 
taxation ; Germany’s Reparation Payments, introduced by Prof. Taussig, with 
special reference to the incidence of huge foreign remittances ; Some probable 
results of @ balanced industrial’ system, introduced by Prof. Carver, showing 
that a due proportion among the factors of production would realise all the 
results for the sake of which revolutionaries would destroy free contract. 
Employees’ Representation in Management of Industry, by R. Meeher; Prices 
and Reconstruction, by Wesley Mitchell ; Banking Policy, by H. G. Moulton.] 


ANDERSON (V. N.). Effects of the War on Money Credit and 
Banking in France and the United States. (Preliminary Economic 
Studies of the War, Carnegie Endowment.) Oxford University 
Press. Pp. 227. 


Carton (F. Tracy) Elementary Economics. An introduction to 
the study of Economics and Sociology. New York: Macmillan Co. 
1920. Pp. 212. 


[The writer is Professor of Economics in De Pauw University. ] 


Carver (T. N.). War Thrift. Government Control of the Liquor 
Business. (Carnegie endowment for international peace. Pre- 
liminary Economic Studies of the War.) Oxford University Press. 
1919. Pp. 192. 


Davis (Puiuip). Immigration and Americanization. Selected 
Readings. Boston: Ginn and Co. Pp. 770. 


KIMHALL (EVERETT). The National Government of the United 
States. Boston: Ginn and Co. Pp. 629. 


[The writer is Professor of Government, Smith College. ] 


SONNICHSEN (ALBERT). Consumers’ Co-operation. New York: 
Macmillan Co. Pp. 223. 9s. net. 


Su See (C.). The Foreign Trade of China. (Columbia Univer- 
sity Studies, Vol. lxxxvi.) New York: Longmans, Green. 1919. 
Pp. 451. $3.50. 


TuRNER (J. Roscoe). Introduction to Economics. London : 
Allen and Unwin. Pp. 641. 


[The author is Professor of Economics at New York University. The book 
is introduced as ‘‘ an outgrowth of classroom discussions.’’] 


War and Reconstruction. Economic trends of 1860-70. Brook- 
more Economic Service. New York. Pp. 30. 

[“‘ A statistical picture of the Civil War and of its reconstruction period ”’ ; 
by way of parallel or contrast to present conditions. Two striking features 
of the reconstruction period were (1) a great expansion in the production and 
consumption of commodities, and (2) a great decline in their prices. These and 
minor traits are exhibited in the charts which occupy five-sixths of the volume.] 


Italian. 


CenceLLi (ALBERTO). La Proprieta Colletiva in Italia. Milan. 
1920. Pp. vi+216. 
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Prato (GIUSEPPE). Fatti e dottrine economiche alla vigilia del 
1848. Turin. 1920. Pp. 352. 

ScaLia (CARMELO). Il Materialismo storico e il Socialismo. 
(Raffronti critici fra Carlo Marx e Achille Loria con prefazione di 
S.E. il Cardinal Maffeo). Milan. 1920. Pp. x+415. 


French. 
ANDLER (CHARLES). Le Socialisme impérialiste dans 1’Allemagne 
contemporaine. Paris: Bossard (rue Madame, 48). 


BERTRAND (Evie). JL’Enseignement technique en France et en 
Allemagne. Paris: Alcan. 


Giotz (GusTAvVE). Le Travail dans la Gréce ancienne. Paris: 
Alean. 
Jounaux (E.). Le Syndicalisme et la C. G. T. 


MinHaup (Epearp). La Marche au Socialisme. 


Spanish. 


Bernis (Francisco). Fomento de Jas exportaciones. (Biblioteca 
de cultura moderna). Barcelona: Editorial Minerva. Pp. 232. 

(This treatise on the means of encouraging exportation seems to have been in 
large part prepared some years ago under the auspices of the Commission 
appointed to consider such means. The introduction, on the Spanish national 
economy, was written in 1917.] 


German. 


Baver (Otto). Bolschewismus oder Sozialdemokratie. Vienna; 
Volksbuchhandlung. Mk. 7.50. 


RATHENAU (WALTHER). Was wird werden? Berlin: Fischer. 
Mk. 2.50. 





